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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the Fiscal Year Ended February 3, 2018

. TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

for the transition period from to

Commission File No. 1-3083

Genesco Inc.

(Exact name of registrant as specified in its charter)
Tennessee 62-0211340

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

Genes.co Park, 1415 Murfreesboro Road 37217-2895
Nashville, Tennessee

(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area code: (615) 367-7000
Securities Registered Pursuant to Section 12(b) of the Act:
Name of Exchange

on which Registered
Common Stock, $1.00 par value New York Stock Exchange
Securities Registered Pursuant to Section 12(g) of the Act:
Employees’ Subordinated Convertible Preferred Stock

Title of each class

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes x No ~

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes © No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports) and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232-405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files). Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer; an accelerated filer; a non-accelerated filer; a
smaller reporting company, or an emerging growth company. See definitions of “large accelerated filer,” “accelerated
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filer,” “smaller reporting company” and "emerging growth company" in Rule 12b-2 of the Exchange Act.

Large accelerated filerx Accelerated filer

Non-accelerated filer © (Do not check if smaller reporting company)  Smaller reporting company

Emerging Growth company ~
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to section 13(a) of the
Exchange Act. ~
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act.) Yes © No x
The aggregate market value of common stock held by nonaffiliates of the registrant as of July 29, 2017, the last
business day of the registrant’s most recently completed second fiscal quarter, was approximately $640,000,000. The
market value calculation was determined using a per share price of $32.15, the price at which the common stock was
last sold on the New York Stock Exchange on such date. For purposes of this calculation, shares held by nonaffiliates
excludes only those shares beneficially owned by officers, directors, and shareholders owning 10% or more of the
outstanding common stock (and, in each case, their immediate family members and affiliates).
As of March 16, 2018, 19,918,468 shares of the registrant’s common stock were outstanding.

Documents Incorporated by Reference
Portions of the proxy statement for the June 28, 2018 annual meeting of shareholders are incorporated into Part III by
reference.
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PART 1

ITEM 1, BUSINESS

General

Genesco Inc. ("Genesco" or the “Company”), incorporated in 1934 in the State of Tennessee, is a leading retailer and
wholesaler of branded footwear, apparel and accessories with net sales for Fiscal 2018 of $2.91 billion. During Fiscal
2018, the Company operated five reportable business segments (not including corporate): (i) Journeys Group,
comprised of the Journeys, Journeys Kidz, Shi by Journeys and Little Burgundy retail footwear chains, e-commerce
operations and catalog; (ii) Schuh Group, comprised of the Schuh retail footwear chain and e-commerce operations;
(iii) Lids Sports Group, comprised of (a) headwear and accessory stores under the Lids® name and other names in the
U.S., Puerto Rico and Canada, (b) the Lids Locker Room and Lids Clubhouse businesses, consisting of sports-oriented
fan shops featuring a broad array of licensed merchandise such as apparel, hats and accessories, sports decor and
novelty products, operating under various trade names, (c) licensed team merchandise departments in Macy's
department stores operated under the name Locker Room by Lids and on macys.com under a license agreement with
Macy's, and (d) e-commerce operations; (iv) Johnston & Murphy Group, comprised of Johnston & Murphy retail
operations, e-commerce operations and catalog and wholesale distribution of products under the Johnston & Murphy®
and H.S.Trask® brands; and (v) Licensed Brands, comprised of Dockers® Footwear, sourced and marketed under a
license from Levi Strauss & Company, G.H. Bass Footwear operated under a license from G-III Apparel Group, Ltd.,
which was terminated in January 2018, and other brands.

At February 3, 2018, the Company operated 2,694 retail footwear, headwear and sports apparel and accessory stores
and leased departments located primarily throughout the United States and in Puerto Rico, but also including 143
headwear and sports apparel and accessory stores and 93 footwear stores in Canada and 134 footwear stores in the
United Kingdom, the Republic of Ireland and Germany. At February 3, 2018, Journeys Group operated 1,220 stores,
Schuh Group operated 134 stores, Lids Sports Group operated 1,159 stores and leased departments and Johnston &
Murphy Group operated 181 retail shops and factory stores. The Company currently plans to open a total of
approximately 55 new retail stores and to close approximately 92 retail stores in Fiscal 2019.

The following table sets forth certain additional information concerning the Company’s retail footwear, headwear and
sports apparel and accessory stores and leased departments during the five most recent fiscal years:

Fiscal Fiscal Fiscal Fiscal Fiscal
2014 2015 2016 2017 2018
Retail Stores and Leased Departments

Beginning of year 2,459 2,568 2,824 2,852 2,794
Opened during year 183 273 8l 81 77
Acquired during year 15 56 37 — —
Closed during year 89 ) (@3 )OO0 ) 139 ) (177 )
End of year 2,568 2,824 2,852 2,794 2,694

The Company also sources, designs, markets and distributes footwear under its own Johnston & Murphy® brand, the
H.S. Trask® brand, the licensed Dockers® brand and other brands that the Company licenses for footwear to over
1,200 retail accounts in the United States, including a number of leading department, discount, and specialty stores.
Shorthand references to fiscal years (e.g., “Fiscal 2018”) refer to the fiscal year ended on the Saturday nearest

January 315t in the named year (e.g., February 3, 2018). The terms "Company," "Genesco," "we," "our" or "us" as used
herein and unless otherwise stated or indicated by context refer to Genesco Inc. and its subsidiaries. All information
contained in Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” which
is referred to in this Item 1 of this report, is incorporated by such reference in Item 1. This report contains
forward-looking statements. Actual results may vary materially and adversely from the expectations reflected in these
statements. For a discussion of some of the factors that may lead to different results, see Item 1A, “Risk Factors” and
Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
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Available Information

The Company files reports with the Securities and Exchange Commission (“SEC”), including annual reports on Form
10-K, quarterly reports on Form 10-Q and other reports from time to time. The public may read and copy any
materials we file with the SEC at the SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 20549. The
public may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.
The Company is an electronic filer and the SEC maintains an internet site at http://www.sec.gov that contains the
reports, proxy and information statements, and other information filed electronically. The Company’s website address
is http://www.genesco.com. The Company’s website address is provided as an inactive textual reference only. The
Company makes available free of charge through the website annual reports on Form 10-K, quarterly reports on Form
10-Q, current reports on Form 8-K, and all amendments to those reports as soon as reasonably practicable after such
material is electronically filed with or furnished to the SEC. Copies of the charters of each of the Company’s Audit
Committee, Compensation Committee, Nominating and Governance Committee and Strategic Alternatives
Committee, as well as the Company’s Corporate Governance Guidelines and Code of Ethics along with position
descriptions for the Company's board of directors (the "Board of Directors" or the "Board") and Board committees are
also available free of charge through the website. The information provided on the Company’s website is not part of
this report, and is therefore not incorporated by reference unless such information is otherwise specifically
incorporated elsewhere in this report.

Segments

Journeys Group

The Journeys Group segment, including Journeys, Journeys Kidz, Shi by Journeys and Little Burgundy retail stores,
e-commerce and catalog operations, accounted for approximately 46% of the Company’s net sales in Fiscal 2018. The
Company believes that the Journeys Group’s distinctive store formats, its mix of well-known brands and new product
introductions, and its experienced management team provide significant competitive advantages for the Journeys
Group. Fiscal 2018 comparable sales, including both store and direct sales, increased 4% from Fiscal 2017. Earnings
from operations attributable to Journeys Group were $76.1 million in Fiscal 2018, with an operating margin of 5.7%.
At February 3, 2018, Journeys Group operated 1,220 stores, including 918 Journeys stores, 242 Journeys Kidz stores,
21 Shi by Journeys stores and 39 Little Burgundy stores averaging approximately 1,950 square feet, located primarily
in malls and factory outlet centers throughout the United States, Puerto Rico and Canada, selling footwear and
accessories for young men, women and children.

Journeys retail footwear stores target customers in the 13 to 22 year age group through the use of youth-oriented decor
and multi-channel media. Journeys stores carry predominately branded merchandise across a wide range of prices.
The Journeys Kidz retail footwear stores sell footwear and accessories primarily for younger children ages five to 12.
Shi by Journeys retail footwear stores sell footwear and accessories to a target customer group consisting of
fashion-conscious women in their early 20’s to mid 30’s. Little Burgundy retail footwear stores sell footwear and
accessories to fashion-oriented men and women in the 18 to 34 age group ranging from students to young
professionals. In Fiscal 2018, the Journeys Group closed a net of 29 stores, and currently has plans to close a net of
approximately two stores in Fiscal 2019.

Lids Sports Group

The Lids Sports Group segment, as described above, accounted for approximately 27% of the Company’s net sales in
Fiscal 2018. Fiscal 2018 comparable sales, including both store and direct sales, decreased 7% from Fiscal 2017.
Earnings from operations attributable to Lids Sports Group was $11.7 million in Fiscal 2018, with an operating
margin of 1.5%.

At February 3, 2018, Lids Sports Group operated 1,159 stores and leased departments, including 853 Lids stores, 184
Lids Locker Room and Clubhouse stores and 122 Locker Room by Lids leased departments, averaging approximately
1,175 square feet, throughout the United States, Puerto Rico and Canada. Lids Sports Group closed a net of 81 stores
and leased departments in Fiscal 2018, and currently has plans to close a net of approximately 44 stores and leased
departments in Fiscal 2019.
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The core headwear stores and kiosks, located in malls, airports, street and factory outlet centers throughout the United
States, Puerto Rico and Canada, target customers in the early-teens to mid-20’s age group. In general, the stores offer
headwear from an assortment of college, MLB, NBA, NFL and NHL teams, as well as other specialty fashion
categories. The Lids Locker Room and Lids Clubhouse stores, operating under a number of trade names, located in
malls and other locations primarily in the United States and Canada, target sports fans of all ages. These stores offer
headwear, apparel, accessories and novelties representing an assortment of college and professional teams. The
Locker Room by Lids leased departments in Macy's department stores offer headwear, apparel, accessories and
novelties representing an assortment of college and professional teams generally focused on the particular Macy's
department store's geographic location.
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Schuh Group

The Schuh Group segment, including e-commerce operations, accounted for approximately 14% of the Company’s net
sales in Fiscal 2018. For Fiscal 2018 comparable sales, including both store and direct sales, increased 4%. Earnings
from operations attributable to Schuh Group was $20.1 million in Fiscal 2018, with an operating margin of 5.0%.
Schuh stores target men and women in the 15 to 30 age group, selling a broad range of branded casual and athletic
footwear along with a meaningful private label offering. At February 3, 2018, Schuh Group operated 134 Schuh
stores, averaging approximately 4,875 square feet, which include both street-level and mall locations in the United
Kingdom and the Republic of Ireland and mall locations in Germany. Schuh Group opened six net new stores in
Fiscal 2018 and currently plans to open approximately five net new Schuh stores in Fiscal 2019.

Johnston & Murphy Group

The Johnston & Murphy Group segment, including retail stores, e-commerce and catalog operations and wholesale
distribution, accounted for approximately 10% of the Company’s net sales in Fiscal 2018. Comparable sales for
Johnston & Murphy retail operations, including both store and direct sales, were flat for Fiscal 2018. Earnings from
operations attributable to Johnston & Murphy Group was $20.0 million in Fiscal 2018, with an operating margin of
6.6%. The majority of Johnston & Murphy wholesale sales are of the Genesco-owned Johnston & Murphy brand, and
all of the group’s retail sales are of Johnston & Murphy branded products.

Johnston & Murphy Retail Operations. At February 3, 2018, Johnston & Murphy operated 181 retail shops and
factory stores throughout the United States and Canada averaging approximately 1,900 square feet and selling
footwear, apparel and accessories primarily for men in the 35 to 55 age group, targeting business and professional
customers. Women’s footwear and accessories are sold in select Johnston & Murphy locations. Johnston & Murphy
retail shops are located primarily in higher-end malls and airports nationwide and sell a broad range of men’s dress and
casual footwear, apparel and accessories. The Company also sells Johnston & Murphy products directly to consumers
through an e-commerce website and a direct mail catalog. Footwear accounted for 64% of Johnston & Murphy retail
sales in Fiscal 2018, with the balance consisting primarily of apparel and accessories. Johnston & Murphy Group
added four net new shops and factory stores in Fiscal 2018 and currently plans to open approximately four net new
shops and factory stores in Fiscal 2019.

Johnston & Murphy Wholesale Operations. Johnston & Murphy men’s and women's footwear and accessories are sold
at wholesale, primarily to better department stores, independent specialty stores and e-commerce. Johnston &
Murphy’s wholesale customers offer the brand’s footwear for dress, dress casual, and casual occasions, with the
majority of styles offered in these channels selling from $100 to $195. Additionally, the Company offers the H.S.
Trask brand, with men's and women's footwear and leather accessories offered primarily through better independent
retailers and department stores, an e-commerce website and catalog. Suggested retail prices for Trask footwear
typically range from $195 to $495.

Licensed Brands

The Licensed Brands segment accounted for approximately 3% of the Company’s net sales in Fiscal 2018. The loss
from operations attributable to Licensed Brands was $(0.2) million in Fiscal 2018, with an operating margin of
(0.2%). Licensed Brands sales include footwear marketed under the Dockers® brand, for which Genesco has had the
exclusive men’s footwear license in the United States since 1991. See “Licenses” below. Dockers footwear is marketed
to men aged 30 to 55 through many of the same national retail chains that carry Dockers slacks and sportswear and in
department and specialty stores across the country. Suggested retail prices for Dockers footwear generally range from
$50 to $90. The Company also sells footwear under other licenses.

For further information on the Company’s business segments, see Note 14 to the Consolidated Financial Statements
included in Item 8, "Financial Statements and Supplementary Data" and Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations.”

Manufacturing and Sourcing

The Company relies on independent third-party manufacturers for production of its footwear products sold at
wholesale. The Company sources footwear and accessory products from foreign manufacturers located in Bangladesh,
Brazil, Canada, China, Dominican Republic, El Salvador, France, Germany, Hong Kong, India, Indonesia, Italy,
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Mexico, Nicaragua, Pakistan, Portugal, Peru, Romania, Taiwan, and Vietnam. The Company’s retail operations sell
primarily branded products from third parties who source primarily overseas.
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Competition

Competition is intense in the footwear, headwear, sports apparel and accessory industries. The Company’s retail
footwear, headwear, sports apparel and accessory competitors range from small, locally owned stores to regional and
national department stores, discount stores, specialty chains and online retailers. The Company also competes with
hundreds of footwear wholesale operations in the United States and throughout the world, most of which are relatively
small, specialized operations, but some of which are large, more diversified companies. Some of the Company’s
competitors have resources that are not available to the Company. The Company’s success depends upon its ability to
remain competitive with respect to the key factors of style, price, quality, comfort, brand loyalty, customer service,
store location and atmosphere, technology, infrastructure and speed of delivery to support e-commerce and the ability
to offer distinctive products.

Licenses

The Company owns its Johnston & Murphy® and H.S. Trask® brands and owns or licenses the trade names of its retail
concepts either directly or through wholly-owned subsidiaries. The Dockers® footwear line, introduced in Fiscal 1993,
is sold under a license agreement granting the Company the exclusive right to sell men’s footwear under the trademark
in the United States, Canada and Mexico and in certain other Latin American countries. The Dockers license
agreement's current term expires on November 30, 2018. Net sales of Dockers products were approximately $70
million in Fiscal 2018 and approximately $67 million in Fiscal 2017. The Company licenses certain of its footwear
brands, mostly in foreign markets. License royalty income was not material in Fiscal 2018.

Wholesale Backlog

Most of the orders in the Company’s wholesale divisions are for delivery within 150 days. Because most of the
Company’s business is at-once, the backlog at any one time is not necessarily indicative of future sales. As of March 3,
2018, the Company’s wholesale operations had a backlog of orders, including unconfirmed customer purchase orders,
amounting to approximately $34.3 million, compared to approximately $34.9 million on February 25, 2017. The
backlog is somewhat seasonal, reaching a peak in the spring. The Company maintains in-stock programs for selected
product lines with anticipated high volume sales.

Employees

Genesco had approximately 30,500 employees at February 3, 2018, approximately 150 of whom were employed in
corporate staff departments and the balance in operations. Retail stores employ a substantial number of part-time
employees, and approximately 22,300 of the Company’s employees were part-time at February 3, 2018.

Seasonality

The Company's business is seasonal with the Company's investment in inventory and accounts receivable normally
reaching peaks in the spring and fall of each year and a significant portion of the Company's net sales and operating
earnings generated during the fourth quarter.

Properties

At February 3, 2018, the Company operated 2,694 retail footwear, headwear and sports apparel and accessory stores
and leased departments throughout the United States, Puerto Rico, Canada, the United Kingdom, the Republic of
Ireland and Germany. New shopping center store leases in the United States, Puerto Rico and Canada typically are for
a term of approximately 10 years. New store leases in the United Kingdom, the Republic of Ireland and Germany
typically have terms of between 10 and 15 years. All typically provide for rent based on a percentage of sales against a
fixed minimum rent based on the square footage leased.

10
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The general location, use and approximate size of the Company’s principal properties are set forth below:

Approximate Area

Location Owned/Leased Segment Use
Square Feet
Lebanon, TN Owned Journeys Group DlStI:ll’?uthl’.l warehouse and 563,000
administrative offices
Indianapolis, IN Leased Lids Sports Distribution warehouse 311,600
Group
Nashville, TN Leased Various Ex§cutlve & footwear operations 306,455 *
offices
Indianapolis, IN Leased/Subleased Iélr(isuiports Distribution warehouse 271,825 Hk
Bathgate, Scotland Owned Schuh Group Distribution warehouse 244,644
Chapel Hill, TN Owned Licensed Distribution warehouse 182,000
Brands
. Johnston & e
Fayetteville, TN Owned Distribution warehouse 178,500
Murphy Group
Zionsville, IN Owned élrisuiports Administrative offices 150,000
D.ea}ns Industrial Estate, Owned Schuh Group DlStI"lt‘)utIOI’.l warehouse and 106,813
Livingston, Scotland administrative offices
Nashville, TN Owned Journeys Group Distribution warehouse 63,000
Mississauga, Ontario, Leased Lids Sports Distribution warehouses 43,611
Canada Group

* The Company occupies approximately 97% of the building and subleases the remainder of the building.
**The Company occupies approximately 25% of the building and subleases the remainder of the building.

The lease on the Company’s Nashville office expires in April 2022. The Company believes that all leases of properties
that are material to its operations may be renewed, or that alternative properties are available, on terms not materially
less favorable to the Company than existing leases.

Environmental Matters

The Company’s former manufacturing operations and the sites of those operations as well as the sites of its current
operations are subject to numerous federal, state, and local laws and regulations relating to human health and safety
and the environment. These laws and regulations address and regulate, among other matters, wastewater discharge, air
quality and the generation, handling, storage, treatment, disposal, and transportation of solid and hazardous wastes and
releases of hazardous substances into the environment. In addition, third parties and governmental agencies in some
cases have the power under such laws and regulations to require remediation of environmental conditions and, in the
case of governmental agencies, to impose fines and penalties. Several of the facilities owned by the Company
(currently or in the past) are located in industrial areas and have historically been used for extensive periods for
industrial operations such as tanning, dyeing, and manufacturing. Some of these operations used materials and
generated wastes that would be considered regulated substances under current environmental laws and regulations.
The Company currently is involved in certain administrative and judicial environmental proceedings relating to the
Company’s former facilities. See Item 3, "Legal Proceedings" and Note 13 to the Consolidated Financial Statements
included in Item 8, "Financial Statements and Supplementary Data".

12
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ITEM 1A, RISK FACTORS

Our business is subject to significant risks. You should carefully consider the risks and uncertainties described below
and the other information in this Form 10-K, including our Consolidated Financial Statements and the notes to those
statements. The risks and uncertainties described below are not the only ones we face. Additional risks and
uncertainties that we do not presently know about or that we currently consider immaterial may also affect our
business operations and financial performance. If any of the events described below actually occur, our business,
financial condition or results of operations could be adversely affected in a material way. This could cause the trading
price of our stock to decline, perhaps significantly, and you may lose part or all of your investment.

Competitive, Demand-Related and Reputational Risks

Failure to protect our reputation could have a material adverse effect on our brand names.

Our success depends in part on the value and strength of the names of our business units. These names are integral to
our businesses as well as to the implementation of our strategies for expanding our businesses. Maintaining,
promoting, and positioning our brands will depend largely on the success of our marketing and merchandising efforts
and our ability to provide high quality merchandise and a consistent, high quality customer experience. Our brands
could be adversely affected if we fail to achieve these objectives or if our public image or reputation were to be
tarnished by negative publicity. Failure to comply or accusation of failure to comply with ethical, social, product,
labor, data privacy, and environmental standards could also jeopardize our reputation and potentially lead to various
adverse consumer actions. Any of these events could result in decreased revenue or otherwise adversely affect our
business.

Consumer spending is affected by poor economic conditions and other factors and may significantly harm our
business, affecting our financial condition, liquidity, and results of operations.

The success of our business depends to a significant extent upon the level of consumer spending in general and on our
product categories. A number of factors may affect the level of consumer spending on merchandise that we offer,
including, among other things:

egeneral economic, industry and weather conditions;

eenergy costs, which affect gasoline and home heating prices;

the level of consumer debt;

epricing of products;

einterest rates;

etax rates, refunds and policies;

ewar, terrorism and other hostilities; and

sconsumer confidence in future economic conditions.

Adverse economic conditions and any related decrease in consumer demand for discretionary items could have a
material adverse effect on our business, results of operations and financial condition. The merchandise we sell
generally consists of discretionary items. Reduced consumer confidence and spending may result in reduced demand
for discretionary items and may force us to take inventory markdowns, decreasing sales and making expense leverage
difficult to achieve. Demand can also be influenced by other factors beyond our control. For example, sales in the Lids
Sports Group segment have historically been affected by developments in team sports, and could be adversely
impacted by player strikes or other interruptions, as well as by the performance and reputation of certain teams and
players.

Moreover, while the Company believes that its operating cash flows and its borrowing capacity under committed lines
of credit will be more than adequate for its anticipated cash requirements, if the economy were to experience a
renewed downturn, or if one or more of the Company’s revolving credit banks were to fail to honor its commitments
under the Company’s credit lines, the Company could be required to modify its operations for decreased cash flow or
to seek alternative sources of liquidity, and such alternative sources might not be available to the Company.

These same factors could impact our wholesale customers, limiting their ability to buy or pay for merchandise offered
by the Company.

13
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Sales in the Lids Sports Group businesses may be affected by developments in team sports.

Sales in the Lids Sports Group segment may be affected by developments in team sports, including but not limited to
the win/loss records of certain teams, the identity of teams in league playoffs and championships, player strikes or
other disruptions to seasons, and the performance and reputations of and injuries to certain players. All of these factors
are beyond the Company's control.

The Company has initiated a formal process to explore the sale of its Lids Sports Group business, and there can be no
assurance that the Company will be successful in consummating a sale of the Lids Sports Group business or that the
process will not have an adverse impact on the Company’s business.

In February 2018, the Company announced that, as a result of the Board of Directors’ strategic review process, the
Company had initiated a formal process to explore the sale of its Lids Sports Group business and that it had retained
PJ Solomon as a financial advisor to the Board of Directors and its special committee of four independent directors.
No decision has been made to enter into any transaction at this time, and there can be no assurance that this process
will result in the sale of the Company’s Lids Sports Group business or the adoption of any other strategic alternative.
The sale process may be time-consuming and disruptive to the Company’s business operations, and if the Company is
unable to effectively manage the process, the Company’s business, financial condition and results of operations could
be adversely affected. Additionally, the sale process may result in the incurrence of expenses and could expose the
Company to increased risk of claims or other litigation arising in connection with the pursuit of a sale of the Lids
Sports Group business.

Any strategic decision will involve risks and uncertainties, and the Company cannot assure its shareholders that the
sale of the Lids Sports Group business or any other strategic alternative, if identified, evaluated and consummated,
will provide greater value to the Company’s shareholders than that reflected in the Company’s current stock price. Any
potential transaction would be dependent upon a number of factors that may be beyond the Company’s control,
including, among other factors, market conditions, industry trends and the interest of third parties in the Company’s
business.

The Company does not intend to comment regarding the evaluation of the potential sale of the Lids Sports Group
business or any other strategic alternatives until such time as the Company’s board of directors has determined the
outcome of the process or has deemed disclosure is appropriate. As a consequence, perceived uncertainties related to
the future of the Company may result in the loss of potential business opportunities and may make it more difficult for
the Company to attract and retain qualified personnel and business partners.

Our business involves a degree of risk related to fashion and other extrinsic demand drivers that are beyond our
control.

The majority of our businesses serve a fashion-conscious customer base and depend upon the ability of our buyers and
merchandisers to react to fashion trends, to purchase inventory that reflects such trends, and to manage our inventories
appropriately in view of the potential for sudden changes in fashion, consumer taste, or other drivers of demand,
including the performance and popularity of individual sports teams and athletes. Failure to execute any of these
activities successfully could result in adverse consequences, including lower sales, product margins, operating income
and cash flows.

Our future success also depends on our ability to respond to changing consumer preferences, identify and interpret
consumer trends, and successfully market new products.

The industry in which we operate is subject to rapidly changing consumer preferences. The continued popularity of
our footwear and the development of new lines and styles of footwear with widespread consumer appeal, including
consumer acceptance of our footwear, requires us to accurately identify and interpret changing consumer trends and
preferences, and to effectively respond in a timely manner. Continuing demand and market acceptance for both
existing and new products are uncertain and depend on the following factors:

esubstantial investment in product innovation, design and development;

ecommitment to product quality; and
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esignificant and sustained marketing efforts and expenditures, including with respect to the monitoring of consumer
trends in footwear specifically and in fashion and lifestyle categories generally.

In assessing our response to anticipated changing consumer preferences and trends, we frequently must make
decisions about product designs and marketing expenditures several months in advance of the time when actual
consumer acceptance can be determined. As a result, we may not be successful in responding to shifting consumer
preferences and trends with
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new products that achieve market acceptance. Because of the ever-changing nature of consumer preferences and
market trends, a number of companies in our industry, experience periods of both rapid growth, followed by declines,
in revenue and earnings. If we fail to identify and interpret changing consumer preferences and trends, or are not
successful in responding to these changes with the timely development or sourcing of products that achieve market
acceptance, we could experience excess inventories and higher than normal markdowns, returns, order cancellations
or an inability to profitably sell our products, and our business, financial condition, results of operations and cash
flows could be materially and adversely affected.

Our results may be adversely affected by declines in consumer traffic in malls.

The majority of our stores are located within shopping malls and depend to varying degrees on consumer traffic in the
malls to generate sales. Declines in mall traffic, whether caused by a shift in consumer shopping preferences or by
other factors, may negatively impact our ability to maintain or grow our sales in existing stores, which could have an
adverse effect on our financial condition or results of operations.

Our results of operations are subject to seasonal and quarterly fluctuations, which could have a material adverse effect
on the market price of our stock.

Our business is seasonal, with a significant portion of our net sales and operating income generated during the fourth
quarter, which includes the holiday shopping season. Because of this seasonality, we have limited ability to
compensate for shortfalls in fourth quarter sales or earnings by changes in our operations or strategies in other
quarters. A significant shortfall in results for the fourth quarter of any year could have a material adverse effect on our
annual results of operations and on the market price of our stock. Our quarterly results of operations also may
fluctuate significantly based on such factors as:

othe timing of new store openings and renewals;

*the amount of net sales contributed by new and existing stores;

othe timing of certain holidays and sales events;

echanges in quarter end dates due to the 53 week year;

echanges in our merchandise mix;

egeneral economic, industry and weather conditions that affect consumer spending; and

eactions of competitors, including promotional activity.

A failure to increase sales at our existing stores and in our e-commerce businesses may adversely affect our stock
price and impact our results of operations.

A number of factors have historically affected, and will continue to affect, our comparable sales results and gross
margin, including:

econsumer trends, such as less disposable income due to the impact of economic conditions and tax policies;

othe lack of new fashion trends to drive demand in certain of our businesses and the ability of those businesses to adjust
to fashion changes on a timely basis;

eclosing of department stores that anchor malls;

scompetition;

edeclining mall traffic due to changing customer preferences in the way they shop;

timing of holidays including sales tax holidays and the timing of tax refunds;

egeneral regional and national economic conditions;

einclement weather;

echanges in our merchandise mix;

eour ability to distribute merchandise efficiently to our stores;
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*timing and type of sales events, promotional activities or other advertising;

eour ability to adapt to changing customer preferences in the ways they digitally shop;
enew merchandise introductions;

eour ability to execute our business strategy effectively; and

eother external events beyond our control.

Our comparable sales have fluctuated in the past, including the composition of our comparable sales between store
and digital, and we believe such fluctuations may continue. The unpredictability of our comparable sales may cause
our revenue and results of operations to vary from quarter to quarter, and an unanticipated change in revenues or
operating income may cause our stock price to fluctuate significantly.

Changes in the retail industry could have a material adverse effect on our business or financial condition.

In recent years, the retail industry has experienced consolidation, store closures, bankruptcies and other ownership
changes. In the future, retailers in the United States and in foreign markets may further consolidate, undergo
restructurings or reorganizations, or realign their affiliations, any of which could decrease the number of stores that
carry our products or our licensees’ products or increase the ownership concentration within the retail industry.
Changing shopping patterns, including the rapid expansion of online retail shopping, have adversely affected customer
traffic in mall and outlet centers, particularly in North America. We expect competition in the e-commerce market will
intensify. As a greater portion of consumer expenditures with retailers occurs online and through mobile commerce
applications, our brick-and-mortar wholesale customers who fail to successfully integrate their physical retail stores
and digital retail may experience financial difficulties, including store closures, bankruptcies or liquidations. We
cannot control the success of individual malls, and an increase in store closures by other retailers may lead to mall
vacancies and reduced foot traffic. A continuation or worsening of these trends could cause financial difficulties for
one or more of our segments, which, in turn, could substantially increase our credit risk and have a material adverse
effect on our results of operations, financial condition and cash flows.

Our future success will be determined, in part, on our ability to manage the impact of the rapidly changing retail
environment and identify and capitalize on retail trends, including technology, e-commerce and other process
efficiencies that will better service our customers. If we fail to compete successfully, our businesses, market share,
results of operations and financial condition will be materially and adversely affected.

Our business is intensely competitive and increased or new competition could have a material adverse effect on us.
The retail footwear, headwear, sports apparel and accessory markets are intensely competitive. We currently compete
against a diverse group of retailers, including other regional and national specialty stores, department and discount
stores, small independents and e-commerce retailers, which sell products similar to and often identical to those we
sell. Our branded businesses, selling footwear at wholesale, also face intense competition, both from other branded
wholesale vendors and from private label initiatives of their retailer customers. A number of different competitive
factors could have a material adverse effect on our business, results of operations and financial condition, including:
eincreased operational efficiencies of competitors;

ecompetitive pricing strategies;

eexpansion by existing competitors;

eexpansion of direct-to-consumer by our vendors;

eentry by new competitors into markets in which we currently operate; and

eadoption by existing retail competitors of innovative store formats or sales methods.
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Use of social media may adversely impact our reputation.

Consumers value readily available information concerning retailers and their goods and services and often act on such
information without further investigation and without regard to its accuracy. Information concerning us may be posted
on social media platforms and similar devices at any time and may be adverse to our reputation or business. The harm
may be immediate without affording us an opportunity for redress or correction. Damage to our reputation could result
in declines in customer loyalty and sales, affect our vendor relationships, development opportunities and associate
retention and otherwise adversely affect our business.

Investments and Infrastructure Risks

We face a number of risks in opening new stores.

We expect to open new stores, both in regional malls, where most of the operational experience of our U.S. businesses
lies, and in other venues including outlet centers, major city street locations, airports and tourist destinations. We
cannot offer assurances that we will be able to open as many stores as we have planned, that any new store will
achieve similar operating results to those of our existing stores or that new stores opened in markets in which we
operate will not have a material adverse effect on the revenues and profitability of our existing stores. The success of
our planned expansion will be dependent upon numerous factors, many of which are beyond our control, including the
following:

eour ability to identify suitable markets and individual store sites within those markets;

*the competition for suitable store sites;

our ability to negotiate favorable lease terms for new stores and renewals (including rent and other costs) with
landlords in part due to the consolidation in the commercial real estate market;

our ability to obtain governmental and other third-party consents, permits and licenses needed to construct and operate
our stores;

othe ability to build and remodel stores on schedule and at acceptable cost;

othe availability of employees to staff new stores and our ability to hire, train, motivate and retain store personnel;

othe effect of changes to laws and regulations, including minimum wage, over-time, and employee benefits laws on
store expenses;

othe availability of adequate management and financial resources to manage an increased number of stores;

our ability to adapt our distribution and other operational and management systems to an expanded network of stores;
eour ability to attract customers and generate sales sufficient to operate new stores profitably; and

sthe effect of changes in consumer shopping patterns, including an accelerated shift to online shopping at the expense
of in-store shopping, during the term of a lease.

Additionally, the results we expect to achieve during each fiscal quarter are dependent upon opening new stores on
schedule. If we fall behind, we will lose expected sales and earnings between the planned opening date and the actual
opening and may further complicate the logistics of opening stores, possibly resulting in additional delays, seasonally
inappropriate product assortments, and other undesirable conditions.

Any acquisitions we make or new businesses we launch, as well as any dispositions of assets or businesses, involve a
degree of risk.

Acquisitions have been a component of the Company’s growth strategy in recent years and we expect that we may
continue to engage in acquisitions or launch new businesses to grow our revenues and meet our other strategic
objectives. If any future acquisitions are not successfully integrated with our business, our ongoing operations could
be adversely affected. Additionally, acquisitions or new businesses may not achieve desired profitability objectives or
result in any anticipated successful expansion of the businesses or concepts, causing lower than expected earnings and
cash flow and potentially requiring impairment of goodwill and other intangibles. Although we review and analyze
assets or companies we acquire, such reviews are subject to uncertainties and may not reveal all potential risks.
Additionally, although we attempt to obtain protective contractual provisions, such as representations, warranties and
indemnities, in connection with acquisitions, we
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cannot offer assurance that we can obtain such provisions in our acquisitions or that they will fully protect us from
unforeseen costs of, or liabilities associated with, the acquisitions. We may also incur significant costs and diversion
of management time and attention in connection with pursuing possible acquisitions even if the acquisition is not
ultimately consummated.

Additionally, we may decide to divest assets or businesses. Following such divestitures, we may incur liabilities
relating to our previous ownership of the assets or business that we sell. Any required payments on retained liabilities
or indemnification obligations with respect to past or future asset or business divestitures could have a material
adverse effect on our business or results of operations.

Further, acquisitions and dispositions are often structured such that the purchase price paid or received by us, as
applicable, is subject to post-closing adjustments, whether as a result of net working capital adjustments, contingent
payments (i.e., earn-outs) or otherwise. Any such adjustments could result in a material change in the consideration
paid to or received by us, as applicable, in such transactions.

Goodwill recorded with acquisitions is subject to impairment which could reduce the Company's profitability.

In connection with acquisitions, the Company records goodwill on its Consolidated Balance Sheets. This asset is not
amortized but is subject to an impairment test at least annually, where the Company has the option first to assess
qualitative factors to determine whether events and circumstances indicate that it is more likely than not that goodwill
is impaired. If after such assessment the Company concludes that the asset is not impaired, no further action is
required. However, if the Company concludes otherwise, it is required to determine the fair value of the asset using a
quantitative impairment test that is based on projected future cash flows from the acquired business discounted at a
rate commensurate with the risk the Company considers to be inherent in its current business model. The Company
performs the impairment test annually at

the beginning of its fourth quarter, or more frequently if events or circumstances indicate that the value of the asset
might be impaired.

Deterioration in the Company’s market value, whether related to the Company’s operating performance or to
disruptions in the equity markets or deterioration in the operating performance of the business unit with which
goodwill is associated, could require the Company to recognize the impairment of some or all of the $100.3 million of
goodwill on its Consolidated Balance Sheets at February 3, 2018, resulting in the reduction of net assets and a
corresponding non-cash charge to earnings in the amount of the impairment. During Fiscal 2018, the Company fully
impaired goodwill attributed to Lids Sports Group and recorded a non-cash impairment charge $182.2 million.
Technology, Data Security and Privacy Risks

The operation of the Company’s business is heavily dependent on its information systems.

We depend on a variety of information technology systems for the efficient functioning of our business and security of
information. Much information essential to our business is maintained electronically, including competitively
sensitive information and potentially sensitive personal information about customers and employees. Our insurance
policies may not provide coverage for security breaches and similar incidents or may have coverage limits which may
not be adequate to reimburse us for losses caused by security breaches. We also rely on certain hardware and software
vendors to maintain and periodically upgrade many of these systems so that they can continue to support our business.
The software programs supporting many of our systems were licensed to the Company by independent software
developers. The inability of these developers or the Company to continue to maintain and upgrade these information
systems and software programs could disrupt or reduce the efficiency of our operations. In addition, costs and
potential problems and interruptions associated with the implementation of new or upgraded systems and technology
or with maintenance or adequate support of existing systems could also disrupt or reduce the efficiency of our
operations or leave the Company vulnerable to security breaches.
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We also rely heavily on our information technology staff. If we cannot meet our staffing needs in this area, we may
not be able to fulfill our technology initiatives or to provide maintenance on existing systems.

We are subject to payment-related risks that could increase our operating costs, expose us to fraud or theft, subject us
to fraud or theft, subject us to potential liability and potentially disrupt our business.

As a retailer who accepts payments using a variety of methods, including credit and debit cards, PayPal, and gift
cards, the Company is subject to rules, regulations, contractual obligations and compliance requirements, including
payment network rules and operating guidelines, data security standards and certification requirements, and rules
governing electronic funds transfers. The regulatory environment related to information security and privacy is
increasingly rigorous, with new and constantly changing requirements applicable to our business, such as the
European Union's General Protection Regulation
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and compliance with those requirements could result in additional costs or accelerate these costs with additional legal
and financial exposure for noncompliance. For certain payment methods, including credit and debit cards, we pay
interchange and other fees, which could increase over time and raise our operating costs. We rely on third parties to
provide payment processing services, including the processing of credit cards, debit cards, and other forms of
electronic payment. If these companies become unable to provide these services to us, or if their systems are
compromised, it could disrupt our business.

The payment methods that we offer also subject us to potential fraud and theft by persons who seek to obtain
unauthorized access to or exploit any weaknesses that may exist in the payment systems. The payment card industry
established October 1, 2015 as the date on which it shifted liability for certain transactions to retailers who are not able
to accept EMV card transactions. The Company completed the implementation of EMV technology and received
certification in Fiscal 2018, however future upgrades to the Company's systems could expose the Company to the
fraudulent use of credit cards and increased costs, including possible fines and restrictions on the Company's ability to
accept payments by credit or debit cards, if the Company were not to receive recertification. Because we accept debit
and credit cards for payment, we are also subject to industry data protection standards and protocols, such as the
Payment Card Industry Data Security Standards (“PCI DSS”), issued by the Payment Card Industry Security Standards
Council. Additionally, we have implemented technology in our stores to allow for the acceptance of Europay,
Mastercard and Visa (EMV) credit transactions and point-to-point encryption. Complying with PCI DSS standards
and implementing related procedures, technology and information security measures require significant resources and
ongoing attention. However, even as we comply with PCI DSS standards and offer EMV and point-to-point
encryption technology in our stores, we may be vulnerable to, and unable to detect and appropriately respond to, data
security breaches and data loss, including cybersecurity attacks or other breach of cardholder data.

In addition, the Payment Card Industry is controlled by a limited number of vendors who have the ability to impose
changes in the Payment Card Industry’s fee structure and operational requirements on us without negotiation. Such
changes in fees and operational requirements may result in our failure to comply with PCI DSS, as well as significant
unanticipated expenses.

A privacy breach, through a cybersecurity incident or otherwise, or failure to comply with privacy laws could
materially adversely affect our business.

As part of normal operations, we and our third-party vendors and partners, receive and maintain confidential and
personally identifiable information about our customers and employees, and confidential financial, intellectual
property, and other information. We regard the protection of our customer, employee, and company information as
critical. The regulatory environment surrounding information security and privacy is very demanding, with the
frequent imposition of new and changing requirements some of which involve significant costs to implement and
significant penalties if not followed properly. Despite our efforts and technology to secure our computer network and
systems, a cybersecurity breach, whether targeted, random, or inadvertent, and whether at the hands of cyber
criminals, hackers, rogue employees or other persons, may occur and could go undetected for a period of time,
resulting in a material disruption of our computer network, a loss of information valuable to our business, including
without limitation customer or employee personally identifiable information, and/or theft. A similar breach to the
computer networks and systems of our third-party vendors and partners, including those that are cloud-based, over
which we have no control may occur, leading to a material disruption of our computer network and/or the areas of our
business dependent on the support, services and other products provided by our third-party vendors and partners
which may be adversely affected by such breach, a decrease in e-commerce sales and/or a loss of information valuable
to our business, including without limitation customer or employee personally identifiable information. Such a
cyber-incident could result in any of the following:

stheft, destruction, loss, misappropriation, or release of confidential financial and other data, intellectual property,
customer awards or loyalty points, or customer or employee information, including personally identifiable information
such as payment card information, email addresses, passwords, social security numbers, home addresses, or health
information;
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eoperational or business delays resulting from the disruption of our e-commerce sites, computer networks or the
computer networks of our third-party vendors and partners and subsequent material clean-up and mitigation costs and
activities;

enegative publicity resulting in material reputation or brand damage with our customers, vendors, third-party partners
or industry peers;

*Joss of sales, including those generated through our e-commerce websites; and

egovernmental penalties, fines and/or enforcement actions, payment and industry penalties and fines and/or class action
and other lawsuits.
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Any of the above risks, individually or in aggregation, could materially damage our reputation and result in lost sales,
governmental and payment card industry fines, and/or class action and other lawsuits, which in turn could have a
material adverse effect on our financial position, results of operations, and cash flows. Although we carry
cybersecurity insurance, in the event of a cyber-incident, that insurance may not be extensive enough or adequate in
scope of coverage or amount to reimburse us for damages we may incur. Further, a significant breach of federal, state,
provincial, local or international privacy laws could have a material adverse effect on our reputation, financial
position, results of operations, and cash flows.

A disruption of information technology systems and websites could materially adversely affect other business.

We are heavily dependent upon our information technology systems to record and process transactions and manage
and operate all aspects of our business ranging from product design and testing, production, forecasting, ordering,
transportation, sales and distribution, invoicing and accounts receivable management, quick response replenishment,
point of sale support and financial management reporting functions. In addition, we have e-commerce websites.
Given the nature of our business and the significant number of transactions in which we engage on an annual basis, it
is essential that we maintain constant operation of our information technology systems and websites and that these
systems and our websites operate effectively. We depend on our in-house information technology employees and
third-parties including “cloud” service providers to maintain and periodically update and/or upgrade these systems and
our websites to support the growth of our business. Despite our preventative efforts, our information

technology systems and websites may, from time to time, be vulnerable to damage or interruption from events such as
difficulties in replacing or integrating the systems of acquired businesses, computer viruses, security breaches and
power outages. Cybersecurity attacks are becoming increasingly sophisticated and run the gamut from malicious
software and ransomware to electronic security breaches to corruption of data and beyond. We are continually
evaluating, improving and upgrading our information technology systems and websites in an effort to address these
concerns. Any such problems or interruptions could result in loss of valuable business data, our customers' or
employees' personal information, disruption of our operations and other adverse impacts to our business and require
significant expenditures by us to remediate any such failure, problem or breach.

Operational, Supply Chain and Third Party Risks

Increased operating costs, including those resulting from potential increases in the minimum wage, could have an
adverse effect on our results.

Increased operating costs, including those resulting from potential increases in the minimum wage or wage increases
reflecting competition in relevant labor markets, store occupancy costs, and other expense items, including healthcare
costs, may reduce our operating margin and, by making it more difficult to identify new store locations that we believe
will meet our investment return requirements and slow our ability to open stores. In addition, other employment and
healthcare law changes may increase the cost of provided retirement, pension and healthcare benefits expenses.
Increases in the Company’s overall employment costs could have a material adverse effect on the Company’s business,
results of operations and financial and competitive position.

If we lose key members of management or are unable to attract and retain the talent required for our business, our
operating results could suffer.

Our performance depends largely on the efforts and abilities of members of our management team. Our executives
have substantial experience and expertise in our business and have made significant contributions to our growth and
success. The unexpected future loss of services of one or more key members of our management team could have an
adverse effect on our business. In addition, future performance will depend upon our ability to attract, retain and
motivate qualified employees, including store personnel and field management. If we are unable to do so, our ability
to meet our operating goals may be compromised. Finally, our stores are decentralized, are managed through a
network of geographically dispersed management personnel and historically experience a high degree of turnover. If
we are for any reason unable to maintain appropriate controls on store operations due to turnover or other reasons,
including the ability to control losses resulting from inventory and cash shrinkage, our sales and operating margins
may be adversely affected. There can be no assurance that we will be able to attract and retain the personnel we need
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in the future.

The loss of, or disruption in, one of our distribution centers and other factors affecting the distribution of merchandise,
including freight cost, could have a material adverse effect on our business and operations.

Each of our operations uses a single distribution center to handle all or a significant amount of its merchandise. Most
of our operations’ inventory is shipped directly from suppliers to our operations' distribution centers, where the
inventory is then processed, sorted and shipped to our stores or to our wholesale customers. We depend on the orderly
operation of this receiving and distribution process, which depends, in turn, on adherence to shipping schedules and
effective management
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of the distribution centers. Although we believe that our receiving and distribution process is efficient and well
positioned to support our current business and our expansion plans, we cannot offer assurance that we have
anticipated all of the changing demands that our expanding operations will impose on our receiving and distribution
system, or that events beyond our control, such as disruptions in operations due to fire or other catastrophic events,
labor disagreements or shipping problems (whether in our own or in our third party vendors’ or carriers’ businesses),
will not result in delays in the delivery of merchandise to our stores or to our wholesale customers or
e-commerce/retail customers. In addition, we add capacity to distribution centers by either leasing or building new
distribution centers or adding capacity at existing centers. Failure to execute on these initiatives may cause disruption
in our business. We also make changes in our distribution processes from time to time in an effort to improve
efficiency and maximize capacity. We cannot assure that these changes will not result in unanticipated delays or
interruptions in distribution. We depend upon Federal Express for shipment of a significant amount of merchandise.
Interruptions in the services provided by Federal Express may occasionally result from damage or destruction to our
distribution centers; weather-related events; natural disasters; trade policy changes or restrictions; tariffs or
import-related taxes; third-party strikes, lock-outs, work stoppages or slowdowns; shipping capacity constraints;
third-party contract disputes; military conflicts; acts of terrorism; or other factors beyond our control. An interruption
in service by Federal Express for any reason could cause temporary disruptions in our business, a loss of sales and
profits, and other material adverse effects.
Our freight cost is impacted by changes in fuel prices through surcharges. Fuel prices and surcharges affect freight
cost both on inbound freight from vendors to our distribution centers and outbound freight from our distribution
centers to our stores and wholesale customers. Increases in fuel prices and surcharges and other factors may increase
freight costs and thereby increase our cost of goods sold and selling and administrative expenses.
An increase in the cost or a disruption in the flow of our imported products may significantly decrease our sales and
profits.
Merchandise originally manufactured and imported from overseas makes up a large proportion of our total inventory.
A disruption in the shipping of our imported merchandise or an increase in the cost of those products may
significantly decrease our sales and profits. We may be unable to meet our customers’ demands or pass on price
increases to our customers. In addition, if imported merchandise becomes more expensive or unavailable, the
transition to alternative sources may not occur in time to meet demand. Products from alternative sources may also be
of lesser quality or more expensive than those we currently import. Risks associated with our reliance on imported
products include:
disruptions in the shipping and importation of imported products because of factors such as:

raw material shortages, work stoppages, strikes and political unrest;

problems with oceanic shipping, including shipping container shortages and delays in ports;

increased customs inspections of import shipments or other factors that could result in penalties causing delays in
shipments;

economic crises, natural disasters, international disputes and wars; and
eincreases in the cost of purchasing or shipping foreign merchandise resulting from:
tmposition of additional cargo or safeguard measures;
denial by the United States of “most favored nation™ trading status to or the imposition of quotas or other restriction on
imports from a foreign country from which we purchase goods;
echanges in import duties, import quotas and other trade sanctions; and
eincreases in shipping rates.

A significant amount of the inventory we sell is imported from the People’s Republic of China, which has historically
been subject to efforts to increase duty rates or to impose restrictions on imports of certain products.

If we or our suppliers or licensees are unable to source raw materials or finished goods from the countries where we or

they wish to purchase them, either because of a regulatory change or for any other reason, or if the cost of doing so
should increase, it could have a material adverse effect on our sales and profits.
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A small portion of the products we buy abroad is priced in foreign currencies and, therefore, we are affected by
fluctuating currency exchange rates. In the past, we have entered into foreign currency exchange contracts with major
financial institutions to hedge these fluctuations. We might not be able to effectively protect ourselves in the future
against currency rate fluctuations, and our financial performance could suffer as a result. Even dollar-denominated
foreign purchases may be affected by currency fluctuations, as suppliers seek to reflect appreciation in the local
currency against the dollar in the price of the products that they provide. You should read Item 7, “Management’s
Discussion and Analysis of Financial
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Condition and Results of Operations” for more information about our foreign currency exchange rate exposure and any
hedging activities.

Our manufacturing and distributing operations are subject to the risks of doing business abroad, particularly in China,
which could affect our ability to obtain products from foreign suppliers or control the costs of our products.

Because most of our products are manufactured in China, the possibility of adverse changes in trade or political
relations with China, political instability in China, increases in labor costs, the occurrence of prolonged adverse
weather conditions or a natural disaster such as an earthquake or typhoon, or the outbreak of a pandemic disease in
China could severely interfere with the manufacturing and/or shipment of our products and would have a material
adverse effect on our operations. Our business operations may be adversely affected by the current and future political
environment in the Communist Party of China. China’s government has exercised and continues to exercise substantial
control over virtually every sector of the Chinese economy through regulation and state ownership. Our ability to
source products from China may be adversely affected by changes in Chinese laws and regulations, including those
relating to taxation, import and export tariffs, raw materials, environmental regulations, land use rights, property and
other matters. Under its current leadership, China’s government has been pursuing economic reform policies that
encourage private economic activity and greater economic decentralization. There is no assurance, however, that
China’s government will continue to pursue these policies, or that it will not significantly alter these policies from time
to time without notice. A change in policies by the Chinese government could adversely affect our interests by, among
other factors: changes in laws, regulations or the interpretation thereof, confiscatory taxation, restrictions on currency
conversion, imports or sources of supplies, or the expropriation or nationalization of private enterprises. In addition,
electrical shortages, labor shortages or work stoppages may extend the production time necessary to produce our
orders, and there may be circumstances in the future where we may have to incur premium freight charges to expedite
the delivery of product to our customers. If we incur a significant amount of premium freight charges, our gross profit
will be negatively affected if we are unable to pass on those charges to our customers.

We are dependent on third-party vendors and licensors for the merchandise we sell.

We do not manufacture the merchandise we sell. This means that our product supply is subject to the ability and
willingness of third-party suppliers to deliver merchandise we order on time and in the quantities and of the quality we
need. In addition, a material portion of our retail footwear sales consists of products marketed under brands, belonging
to unaffiliated vendors, which have fashion significance to our customers. Our core retail hat and sports apparel
businesses are dependent upon products bearing sports and other logos, each generally controlled by a single
licensee/vendor. If those vendors were to decide not to sell to us or to limit the availability of their products to us, or if
they become unable because of economic conditions, work stoppages, strikes, political unrest, raw materials supply
disruptions, or any other reason to supply us with products, we could be unable to offer our customers the products
they wish to buy and could lose their business to competitors. Additionally, manufacturers are required to remain in
compliance with certain wage, labor and environment-related laws and regulations. Delayed compliance or failure to
comply with such laws and regulations by our vendors could adversely affect our ability to obtain products generally
or at favorable costs, affecting our overall ability to maintain and manage inventory levels.

Our Licensed Brands business is dependent on third-party licenses. The Dockers license agreement expires November
30, 2018. If the Company is unable to renew the license under satisfactory terms and conditions, the Company could
lose approximately $70 million in sales from the loss of the footwear license.

Legal, Regulatory, Global and Other External Risks

Use of social media may subject us to fines or other penalties.

There has been a substantial increase in the use of social media platforms and similar devices, including blogs, social
media websites, and other forms of internet-based communications, which allow individuals access to a broad
audience of consumers and other interested persons. As laws and regulations rapidly evolve to govern the use of these
platforms and devices, the failure by us, our associates or third parties acting at our direction to abide by applicable
laws and regulations in the use of these platforms and devices could adversely impact our reputation or subject us to
fines or other penalties.
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If we are unsuccessful in establishing and protecting our intellectual property, the value of our brands could be
adversely affected.

Our ability to remain competitive is dependent upon our continued ability to secure and protect trademarks, patents
and other intellectual property rights in the U.S. and internationally for all of our lines of business. We rely on a
combination of trade secret, patent, trademark, copyright and other laws, license agreements and other contractual
provisions and technical
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measures to protect our intellectual property rights; however, some countries’ laws do not protect intellectual property
rights to the same extent U.S. laws do.

Our business could be significantly harmed if we are not able to protect our intellectual property, or if a court found us
to be infringing on other persons’ intellectual property rights. Any future intellectual property lawsuits or threatened
lawsuits in which we are involved, either as a plaintiff or as a defendant, could cost us a significant amount of time
and money and distract management’s attention from operating our business. If we do not prevail on any intellectual
property claims, then we may have to change our manufacturing processes, products or trade names, any of which
could reduce our profitability.

Our business and results of operations are subject to a broad range of uncertainties arising out of world and domestic
events.

Our business and results of operations are subject to uncertainties arising out of world and domestic events, which
may impact not only consumer demand, but also our ability to obtain the products we sell, most of which are produced
outside the countries in which we operate. These uncertainties may include a global economic slowdown, changes in
consumer spending or travel, increase in fuel prices, and the economic consequences of natural disasters, military
action or terrorist activities and increased regulatory and compliance burdens related to governmental actions in
response to a variety of factors, including but not limited to national security and anti-terrorism concerns and concerns
about climate change. Any future events arising as a result of terrorist activity or other world events may have a
material adverse impact on our business, including the demand for and our ability to source products, and
consequently on our results of operations and financial condition.

The increasing scope of our non-U.S. operations exposes our performance to risks including foreign economic
conditions and exchange rate fluctuations.

Our performance depends in part on general economic conditions affecting all countries in which we do business. The
British decision to exit the European Union could impact consumer demand, currency rates, prices and supply chain.
We are dependent on foreign manufacturers for the products we sell, and our inventory is subject to cost and
availability of foreign materials and labor. In addition to the other risks disclosed herein, demand for our product
offering in our non-U.S. operations is also subject to local market conditions. As a result, there can be no assurance
that Schuh's or our Canadian operations' future performance will not be adversely affected by economic conditions in
their markets.

As we expand our international operations, we also increase our exposure to exchange rate fluctuations. Sales from
stores outside the U.S. are denominated in the currency of the country in which these operations or stores are located
and changes in foreign exchange rates affect the translation of the sales and earnings of these businesses into U.S.
dollars for financial reporting purposes. Additionally, inventory purchase agreements may also be denominated in the
currency of the country where the vendor resides.

As the U.S. dollar strengthens relative to foreign currencies, the Company's revenues and profits are reduced when
converted into U.S. dollars and the Company's margins may be negatively impacted by the increase in product costs.
Although the Company typically has sought to mitigate the negative impacts of foreign currency exchange rate
fluctuations through price increases and further actions to reduce costs, the Company may not be able to fully offset
the impact, if at all. The Company’s success depends, in part, on its ability to manage these various foreign currency
impacts as changes in the value of the U.S. dollar relative to other currencies could have a material adverse effect on
the Company’s business and results of operations.

Our ability to source our merchandise profitably or at all could be hurt if new trade restrictions are imposed, existing
trade restrictions become more burdensome or disruptions occur at our suppliers or at the ports.

Trade restrictions, including increased tariffs, safeguards or quotas, on apparel and accessories could increase the cost
or reduce the supply of merchandise available to us. We source our footwear and accessory products from foreign
manufacturers located in Bangladesh, Brazil, Canada, China, Dominican Republic, El Salvador, France, Germany,
Hong Kong, India, Indonesia, Italy, Mexico, Pakistan, Portugal, Peru, Romania, Taiwan, Tunisia and Vietnam, and
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our retail operations sell primarily branded products from third parties who source primarily overseas. The
investments we are making to develop our sourcing capabilities may not be successful and may, in turn, have an
adverse impact on our financial position and results of operations.

There are quotas and trade restrictions on certain categories of goods and apparel from China and countries that are
not subject to the World Trade Organization Agreement, which could have a significant impact on our sourcing
patterns in the future. In addition, political uncertainty in the United States may result in significant changes to United
States trade policies, treaties and tariffs, including trade policies and tariffs regarding China, including the potential
disallowance of tax
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deductions for imported merchandise or the imposition of unilateral tariffs on imported products. These developments,
or the perception that any of them could occur, may have a material adverse effect on global economic conditions and
the stability of global financial markets, and may significantly reduce global trade and, in particular, trade between
these nations and the United States. Any of these factors could depress economic activity, restrict our sourcing from
suppliers and have a material adverse effect on our business, financial condition and results of operations and affect
our strategy in Asia and elsewhere around the world. We cannot predict whether any of the countries in which our
merchandise is currently manufactured or may be manufactured in the future will be subject to additional trade
restrictions imposed by the U.S. and foreign governments, nor can we predict the likelihood, type or effect of any such
restrictions. Trade restrictions, including increased tariffs or quotas, embargoes, safeguards and customs restrictions
against items we source from foreign manufacturers could increase the cost, delay shipping or reduce the supply of
products available to us or may require us to modify our current business practices, any of which could hurt our
profitability.

We rely on our suppliers to manufacture and ship the products they produce for us in a timely manner. We also rely on
the free flow of goods through open and operational ports worldwide. Labor disputes at various ports or at our
suppliers could increase costs for us and delay our receipt of merchandise, particularly if these disputes result in work
slowdowns, lockouts, strikes or other disruptions.

We are subject to regulatory proceedings and litigation and to regulatory changes that could have an adverse effect on
our financial condition and results of operations.

We are party to certain lawsuits, governmental investigations, and regulatory proceedings, including the proceedings
arising out of alleged environmental contamination relating to historical operations of the Company and various suits
involving current operations as disclosed in Item 3, "Legal Proceedings" and Note 13 to the Consolidated Financial
Statements. If these or similar matters are resolved against us, our results of operations, our cash flows, or our
financial condition could be adversely affected. The costs of defending such lawsuits and responding to such
investigations and regulatory proceedings may be substantial and their potential to distract management from
day-to-day business is significant. Moreover, with retail operations in the United States, Puerto Rico, Canada, the
United Kingdom, the Republic of Ireland and Germany, we are subject to federal, state, provincial, territorial, local
and foreign regulations, which impose costs and risks on our business. Numerous states and municipalities as well as
the federal government of the U.S. are proposing or implementing changes to minimum wage, overtime, employee
leave, and other requirements that will increase costs. Changes in regulations could make compliance more difficult
and costly, and violations could result in liability for damages or penalties.

New accounting guidance or changes in the interpretation or application of existing accounting guidance could
adversely affect our financial performance.

The implementation of new accounting standards could require certain systems, internal process and other changes

that could increase our operating costs, and also could result in changes to our financial statements. In particular, the
implementation of accounting standards related to leases, as issued by the Financial Accounting Standards Board
(“FASB”) are requiring us to make significant changes to our lease management and other accounting systems, and will
result in a material impact to our consolidated financial statements.

U.S. generally accepted accounting principles and related accounting pronouncements, implementation guidelines and
interpretations with regard to a wide range of matters that are relevant to our business involve many subjective
assumptions, estimates and judgments by our management. Changes in these rules or their interpretation or changes in
underlying assumptions, estimates or judgments by our management could significantly change our reported or
expected financial performance.

Financial Risks
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Pension funding and costs are dependent upon several economic assumptions which if changed may cause our future
earnings and cash flow to fluctuate significantly.

The impact of our pension plan on our U.S. generally accepted accounting principles earnings may be volatile in that
the amount of expense we record for our pension plan may materially change from year to year because those
calculations are sensitive to funding levels as well as changes in several key economic assumptions, including interest
rates, rates of return on plan assets, and other actuarial assumptions including participant mortality estimates. Changes
in these factors also affect our plan funding, cash flow and shareholders’ equity. In addition, the funding of our pension
plan may be subject to changes caused by legislative or regulatory actions.
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We will make contributions to fund the pension plan when considered necessary or advantageous to do so. The
macro-economic factors discussed above, including the return on assets and the minimum funding requirements
established by government funding or taxing authorities, or established by other agreement, may influence future
funding requirements. A significant decline in the fair value of the assets in our pension plan, or other adverse changes
to our pension plan could require us to make significant funding contributions and affect cash flows in future periods.
Changes in our effective income tax rate could adversely affect our net earnings.

A number of factors influence our effective income tax rate, including changes in tax law, tax treaties, interpretation
of existing laws, including the newly enacted Tax Cuts and Jobs Act of 2017 (the "Act"), and our ability to sustain our
reporting positions on examination. Changes in any of those factors could change our effective tax rate, which could
adversely affect our net earnings and liquidity. In addition, our operations outside of the United States may cause
greater volatility in our effective tax rate.

The Act significantly revised U.S. federal corporate income tax law, including the creation of a one-time "transition
tax" on untaxed accumulated earnings and profits of certain non-U.S. corporations. While our analysis of the Act’s
impact on

our cash tax liability and financial condition has not identified any overall material adverse effect, we are still
evaluating the effects of the Act on us and there are a number of uncertainties and ambiguities as to the interpretation
and application of many of the provisions in the Act. In the absence of guidance on these issues, we will use what we
believe are reasonable interpretations and assumptions in interpreting and applying the Act for purposes of
determining our cash and book tax liabilities and results of operations, which may change as we receive additional
clarification and implementation guidance and as the interpretation of the Act evolves over time. It is possible that the
Internal Revenue Service could issue subsequent guidance or take positions on audit that differ from the
interpretations and assumptions that we previously made, which could have a material adverse effect on our cash tax
liabilities, results of operations and financial condition.

Actions of activist shareholders could cause us to incur substantial costs, divert management’s attention and resources,
and have an adverse effect on our business.

Our shareholders may from time to time engage in proxy solicitations, advance shareholders proposals or otherwise
attempt to affect changes or acquire control over the Company. If activist shareholder activities ensue, our business
could be adversely affected because responding to proxy contests and reacting to other actions by activist shareholders
can be costly and time-consuming, disrupt our operations and divert the attention of management and our employees.
For example, we may be required to retain the services of various professionals to advise us on activist shareholder
matters, including legal, financial and communications advisors, the costs of which may negatively impact our future
financial results. In addition, perceived uncertainties as to our future direction, strategy or leadership created as a
consequence of activist shareholders initiatives may result in the loss of potential business opportunities, harm our
ability to attract new investors, customers, and employees, and cause our stock price to experience periods of volatility
or stagnation.

ITEM 1B, UNRESOLVED STAFF COMMENTS
None.

ITEM 2, PROPERTIES
See Item 1, "Business — Properties".
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ITEM 3, LEGAL PROCEEDINGS

Environmental Matters

New York State Environmental Matters

In April 2015, the Company received from The United States Environmental Protection Agency (“EPA”), a Notice of
Potential Liability and Demand for Costs pursuant to the Comprehensive Environmental Response, Compensation and
Liability Act (“CERCLA”) (the "Notice") regarding the site in Gloversville, New York of a former leather tannery
operated by the Company and by other, unrelated parties. The Notice demanded payment of approximately $2.2
million of response costs claimed by EPA to have been incurred to conduct assessments and removal activities at the
site. In February 2017, the Company and EPA entered into a settlement agreement resolving EPA's claim for past
response costs in exchange for a payment by the Company of $1.5 million which was paid in May 2017. The
Company's environmental insurance carrier has reimbursed the Company for 75% of the settlement amount, subject to
a $500,000 self-insured retention. The Company does not expect that the matter will have a material effect on its
financial condition or results of operations.

Whitehall Environmental Matters
The Company has performed sampling and analysis of soil, sediments, surface water, groundwater and waste
management areas at the Company's former Volunteer Leather Company facility in Whitehall, Michigan.

In October 2010, the Company and the Michigan Department of Natural Resources and Environment entered into a
Consent Decree providing for implementation of a remedial Work Plan for the facility site designed to bring the site
into compliance with applicable regulatory standards. The Work Plan's implementation is substantially complete and
the Company expects, based on its present understanding of the condition of the site, that its future obligations with
respect to the site will be limited to periodic monitoring and that future costs related to the site should not have a
material effect on its financial condition or results of operations.

Accrual for Environmental Contingencies

Related to all outstanding environmental contingencies, the Company had accrued $3.0 million as of February 3,
2018, $4.4 million as of January 28, 2017 and $14.5 million as of January 30, 2016. All such provisions reflect the
Company's estimates of the most likely cost (undiscounted, including both current and noncurrent portions) of
resolving the contingencies, based on facts and circumstances as of the time they were made. The Company paid
$10.0 million of the accrued total at January 30, 2016 in August 2016. There is no assurance that relevant facts and
circumstances will not change, necessitating future changes to the provisions. Such contingent liabilities are included
in the liability arising from provision for discontinued operations on the accompanying Consolidated Balance Sheets
because it relates to former facilities operated by the Company. The Company has made pretax accruals for certain of
these contingencies, including approximately $0.6 million in Fiscal 2018, $0.6 million in Fiscal 2017 and $0.8 million
in Fiscal 2016. These charges are included in provision for discontinued operations, net in the Consolidated
Statements of Operations and represent changes in estimates.

Other Matters

On February 22, 2017, a former employee of a subsidiary of the Company filed a putative class and collective action,
Shumate v. Genesco, Inc., et al., in the U.S District Court for the Southern District of Ohio, alleging violations of the
federal Fair Labor Standards Act ("FLSA") and Ohio wages and hours law including failure to pay minimum wages
and overtime to the subsidiary's store managers and seeking back pay, damages, penalties, and declaratory and
injunctive relief. On April 21, 2017, a former employee of the same subsidiary filed a putative class and collective
action, Ward v. Hat World, Inc., in the Superior Court for the State of Washington, alleging violations of the FLSA
and certain Washington wages and hours laws, including, among others, failure to pay overtime to certain loss
prevention investigators, and seeking back pay, damages, attorneys' fees and other relief. A total of seven loss
prevention investigators elected to join the suit at the expiration of the opt-in period. The Company has removed the
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case to federal court and the court has approved its transfer to the U.S. District Court for the Southern District of
Indiana. On May 19, 2017, two former employees of the same subsidiary filed a putative class and collective action,
Chen and Salas v. Genesco Inc., et al., in the U.S. District Court for the Northern District of Illinois alleging violations
of the FLSA and certain Illinois and New York wages and hours laws, including, among others, failure to pay
overtime to store managers, and also seeking back pay, damages, statutory penalties, and declaratory and injunctive
relief. On March 8, 2018, the court granted the Company's motion to transfer venue to the U.S. District Court for the
Southern District of Indiana. On March 9, 2018, a former employee of the same subsidiary filed a putative class action
in the Superior Court of the Commonwealth of Massachusetts claiming violations of the Massachusetts Overtime
Law, M.G.L.C. 151§1A, by failing to pay overtime to employees classified as store managers, and seeking restitution,
an incentive award, treble damages, interest, attorneys fees and costs. The Company disputes the material allegations
in each of these complaints and intends to defend the matters.

21

38



Edgar Filing: GENESCO INC - Form 10-K

Table of Contents

On April 30, 2015, an employee of a subsidiary of the Company filed an action, Stewart v. Hat World, Inc., et al.,
under the California Labor Code Private Attorneys General Act on behalf of herself, the State of California, and other
non-exempt, hourly-paid employees of the subsidiary in California, seeking unspecified damages and penalties for
various alleged violations of the California Labor Code, including failure to pay for all hours worked, minimum wage
and overtime violations, failure to provide required meal and rest periods, failure to timely pay wages, failure to
provide complete and accurate wage statements, and failure to provide full reimbursement of business-related costs
and expenses incurred in the course of employment. On March 5, 2018, the court issued a proposed statement of
decision in the first phase of the case, tentatively finding that the plaintiff is an "aggrieved employee" with regard to
meal period and rest break claims only, and not with respect to any other violations alleged in the complaint and that
she can represent other employees only with respect to meal and rest break claims. The Company disputes the material
allegations in the complaint and intends to continue defending the matter.

In addition to the matters specifically described in this Item 3, the Company is a party to other legal and regulatory
proceedings and claims arising in the ordinary course of its business. While management does not believe that the
Company's liability with respect to any of these other matters is likely to have a material effect on its financial
statements, legal proceedings are subject to inherent uncertainties and unfavorable rulings could have a material
adverse impact on the Company's financial statements.

ITEM 4, MINE SAFETY DISCLOSURES
Not applicable.

ITEM 4A, EXECUTIVE OFFICERS OF THE REGISTRANT

The officers of the Company are generally elected at the first meeting of the Board of Directors following the annual
meeting of shareholders and hold office until their successors have been chosen and qualified or until their earlier
death, resignation or removal. The name, age and office of each of the Company’s executive officers and certain
information relating to the business experience of each are set forth below:

Robert J. Dennis, 64, Chairman, President and Chief Executive Officer. Mr. Dennis joined the Company in 2004 as
chief executive officer of the Company’s acquired Hat World business. Mr. Dennis was named senior vice president of
the Company in June 2004 and executive vice president and chief operating officer, with oversight responsibility for
all the Company’s operating divisions, in October 2005. Mr. Dennis was named president of the Company in October
2006 and chief executive officer in August 2008. Mr. Dennis was named chairman in February 2010, which became
effective April 1, 2010. Mr. Dennis joined Hat World in 2001 from Asbury Automotive, where he was employed in
senior management roles beginning in 1998. Mr. Dennis was with McKinsey and Company, an international
consulting firm, from 1984 to 1997, and became a partner in 1990.

Mimi Eckel Vaughn, 51, Senior Vice President - Finance and Chief Financial Officer. Ms. Vaughn joined the
Company in September 2003 as vice president of strategy and business development. She was named senior vice
president, strategy and business development in October 2006, senior vice president of strategy and shared services in
April 2009 and senior vice president - finance and chief financial officer in February 2015. The Company has
announced Ms. Vaughn will be named chief operating officer upon the appointment of her successor as chief financial
officer. Prior to joining the Company, Ms. Vaughn was executive vice president of business development and
marketing, and acting chief financial officer from 2000 to 2001, for Link2Gov Corporation in Nashville. From 1993 to
1999, she was a consultant at McKinsey and Company in Atlanta.

David E. Baxter, 51, Senior Vice President. Mr. Baxter joined the Company in June 2016 as president and chief
executive officer of the Lids Sports Group and a senior vice president of the Company. From 2014 until he joined the
Company in 2016, Mr. Baxter was a business consultant specializing in sports licensing. From 2006 to 2014, he was
president, Sports Licensed Division, adidas/Reebok. Mr. Baxter was named vice president, Sports Performance,
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adidas America in 2010.

Jonathan D. Caplan, 64, Senior Vice President. Mr. Caplan rejoined the Company in 2002 as chief executive officer of
the branded group and president of Johnston & Murphy and was named senior vice president of the Company in
November 2003. Mr. Caplan first joined the Company in June 1982 and served as president of Genesco’s Laredo-Code
West division from December 1985 to May 1992. After that time, Mr. Caplan was president of Stride Rite’s Children’s
Group and then its Ked’s Footwear division, from 1992 to 1996. He was vice president, new business development and
strategy, for Service Merchandise Corporation from 1997 to 1998. Prior to rejoining Genesco in October 2002,

Mr. Caplan served as president and chief executive officer of Hi-Tec Sports North America beginning in 1998.
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Roger G. Sisson, 54, Senior Vice President, Secretary and General Counsel. Mr. Sisson joined the Company in 1994
as assistant general counsel and was elected secretary in February 1994. He was named general counsel in January
1996, vice president in November 2003, and senior vice president in October 2006.

Parag D. Desai, 43, Senior Vice President of Strategy and Shared Services. Mr. Desai joined the Company in 2014 as
senior vice president of strategy and shared services. Prior to joining the Company, Mr. Desai spent 14 years with
McKinsey and Company, including seven years as a partner. Previously, Mr. Desai also held business development
and technology positions at Outpace Systems and Booz Allen & Hamilton.

Paul D. Williams, 63, Vice President and Chief Accounting Officer. Mr. Williams joined the Company in 1977, was
named director of corporate accounting and financial reporting in 1993 and chief accounting officer in April 1995. He
was named vice president in October 2006.

Matthew N. Johnson, 53, Vice President and Treasurer. Mr. Johnson joined the Company in 1993 as manager,
corporate finance and was elected assistant treasurer in December 1993. He was elected treasurer in June 1996. He
was named vice president finance in October 2006 and renamed treasurer in April 2011 after a period of service as
chief financial officer of one of the Company's divisions. Prior to joining the Company, Mr. Johnson was a vice
president in the corporate and institutional banking division of The First National Bank of Chicago.
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PART II

ITEM 5, MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

Market Information

The Company’s common stock is listed on the New York Stock Exchange (Symbol: GCO). The following table sets
forth for the periods indicated the high and low sales prices of the common stock as shown in the New York Stock
Exchange Composite Transactions listed in the Wall Street Journal.

Fiscal Year ended January 28, 2017

High Low
Ist Quarter $72.63 $60.81
2nd Quarter  69.94 57.23
3rd Quarter 74.21 47.66
4th Quarter 72.00 5191

Fiscal Year ended February 3, 2018

High Low
1st Quarter $63.50 $49.85
2nd Quarter  55.30 28.88
3rd Quarter 33.75 20.90
4th Quarter 37.05 23.25

There were approximately 1,600 common shareholders of record on March 16, 2018.

The Company has not paid cash dividends in respect of its Common Stock since 1973. The Company’s ability to pay
cash dividends in respect of its common stock is subject to various restrictions. See Notes 6 and 8 to the Consolidated
Financial Statements included in Item 8, "Financial Statements and Supplementary Data" and Item 7, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and Capital Resources — Sources
of Liquidity” for information regarding restrictions on dividends and redemptions of capital stock.

Recent Sales of Unregistered Securities

None.

Issuer Purchases of Equity Securities
None.
Equity Compensation Plan Information

Refer to Part III, Item 12, "Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters" included elsewhere in this report.
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ITEM 6, SELECTED FINANCIAL DATA
Financial Summary

In Thousands except per common share
data, Financial Statistics and Other Data Fiscal Year End

(End of Year)

2018 2017 2016 2015 2014
Results of Operations Data
Net sales $2,907,016 $2,868,341  $3,022,234 $2,859,844  $2,624,972
Depreciation and amortization 78,326 75,768 79,011 74,326 67,135
Earnings (loss) from operations (96,249 ) 141,960 151,251 167,266 163,435
Earnings (loss) from continuing operations (101,661 ) 151414 151,533 156.989 158.860
before income taxes
Earnings (loss) from continuing operations (111,430 ) 97,859 95,381 99,373 92,982
Provision for discontinued operations, net (409 ) (428 ) (812 ) (1,648 ) (329 )
Net earnings (loss) $(111,839 ) $97,431 $94,569 $97,725 $92.653

Per Common Share Data
Earnings (loss) from continuing operations

Basic $(5.80 ) $4.87 $4.17 $4.23 $3.99
Diluted (5.80 ) 4.85 4.15 4.19 3.94
Discontinued operations

Basic (0.02 ) (0.02 ) (0.04 ) (0.07 ) (0.01 )
Diluted (0.02 ) (0.02 ) (0.04 ) (0.07 ) (0.02 )
Net earnings (loss)

Basic (5.82 ) 4.85 4.13 4.16 3.98

Diluted (5.82 ) 4.83 4.11 4.12 3.92
Balance Sheet and Cash Flow Data

Total assets** $1,315,353 $1,440,999 $1,540,057 $1,578,991 $1,437,131
Long-term debt 88,385 82,905 111,765 28,958 33,433
Non-redeemable preferred stock 1,052 1,060 1,077 1,274 1,305
Common equity 828,122 919,993 954,079 995,533 914,885
Capital expenditures 127,853 93,970 100,652 103,111 98,456
Financial Statistics

Earnings (loss) from operations as a percent 33 V% 4.9 % 5.0 % 5.8 % 6.2 %
of net sales

Book value per share (common equity ¢ ¢, $46.31 $43.70 $41.43 $38.25
divided by common shares outstanding)

Working capital (in thousands)** $438,020 $407,587 $447,504 $413,449 $428,208
Current ratio** 2.7 2.3 2.4 2.0 2.4

Percent long-term debt to total 9.6 % 8.2 % 10.5 % 2.8 % 3.5 %
capitalization

Other Data (End of Year)

Number of retail outlets* 2,694 2,794 2,852 2,824 2,568
Number of employees 30,500 31,400 27,500 27,325 22,250

Includes 36 Little Burgundy stores added in Fiscal 2016 that were acquired on November 3, 2015. Also includes
*122, 151,185, 190 and 26 Locker Room by Lids leased departments in Macy's stores in Fiscal 2018, 2017, 2016,
2015 and 2014, respectively.
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**In accordance with ASU 2015-17, "Balance Sheet Classification of Deferred Taxes", the Company has reclassified
its current deferred taxes from prepaids and other current assets to noncurrent deferred tax assets on a retrospective
basis. In connection with the adoption of ASU 2015-17, current deferred taxes of $21.2 million, $29.0 million, $28.3
million and $23.1 million as of January 28, 2017, January 30, 2016, January 31, 2015 and February 1, 2014,
respectively, were reclassified to noncurrent deferred tax assets from prepaids and other current assets. In addition,
with the reclassification, working capital and current ratios were recalculated for prior periods.

Reflected in earnings (loss) from continuing operations for Fiscal 2018 was a charge of $182.2 million for goodwill
impairment, a gain of $12.3 million from the sale of SureGrip Footwear for Fiscal 2017 and a gain of $2.4 million
from the sale of Lids Team Sports for Fiscal 2017, a gain of $4.7 million from the sale of Lids Team Sports for Fiscal
2016 and a charge of $7.1 million for an indemnification asset write-off for Fiscal 2015.

Also reflected in earnings (loss) from continuing operations for Fiscal 2018, 2017, 2016, 2015 and 2014 were asset
impairment and other charges (gains) of $8.8 million, ($0.8) million, $7.9 million, $2.3 million and $1.3 million,
respectively. See Note 3 to the Consolidated Financial Statements for additional information regarding these charges.
Long-term debt includes current obligations. See Note 6 to the Consolidated Financial Statements for additional
information regarding the Company’s debt.
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ITEM 7, MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Forward Looking Statements

This discussion and the notes to the Consolidated Financial Statements, as well as Item 1, "Business", include certain
forward-looking statements, which include statements regarding our intent, belief or expectations and all statements
other than those made solely with respect to historical fact. Actual results could differ materially from those reflected
by the forward-looking statements in this discussion and a number of factors may adversely affect the forward-looking
statements and the Company’s future results, liquidity, capital resources or prospects. These include, but are not
limited to, the level and timing of promotional activity necessary to maintain inventories at appropriate levels, the
timing and amount of non-cash asset impairments related to retail store fixed assets and intangible assets of acquired
businesses, the effectiveness of our omnichannel initiatives, costs associated with changes in minimum wage and
overtime requirements, the level of chargebacks from credit card users for fraudulent purchases or other reasons,
weakness in the consumer economy and retail industry, competition in the Company’s markets, including online and
including competition from some of the Company's vendors in both the licensed sports and branded footwear markets,
fashion trends that affect the sales or product margins of the Company’s retail product offerings, weakness in shopping
mall traffic and challenges to the viability of malls where the Company operates stores, related to planned closings of
department stores or other factors, the effects of the implementation of federal tax reform on the estimated tax rate
reflected in certain forward-looking statements, the imposition of tariffs on imported products or the disallowance of
tax deductions on imported products, changes in buying patterns by significant wholesale customers, bankruptcies or
deterioration in financial condition of significant wholesale customers or the inability of wholesale customers or
consumers to obtain credit, disruptions in product supply or distribution, unfavorable trends in fuel costs, foreign
exchange rates, foreign labor and material costs, and other factors affecting the cost of products, the effects of the
British decision to exit the European Union, including potential effects on consumer demand, currency exchange
rates, and the supply chain, the Company’s ability to continue to complete and integrate acquisitions, expand its
business and diversify its product base, changes in the timing of holidays or in the onset of seasonal weather affecting
period-to-period sales comparisons, and the performance of athletic teams, the participants in major sporting events
such as the NBA finals, Super Bowl and World Series, developments with respect to certain individual athletes, and
other sports-related events or changes that may affect period-to-period comparisons in the Company's Lids Sports
Group retail businesses. Additional factors that could affect the Company’s prospects and cause differences from
expectations include the ability to build, open, staff and support additional retail stores and to renew leases in existing
stores and control occupancy costs, and to conduct required remodeling or refurbishment on schedule and at expected
expense levels, deterioration in the performance of individual businesses or of the Company’s market value relative to
its book value, resulting in impairments of fixed assets or intangible assets or other adverse financial consequences,
unexpected changes to the market for the Company’s shares, variations from expected pension-related charges caused
by conditions in the financial markets, costs and reputational harm as a result of disruptions in the Company's
information technology systems either by security breaches and incidents or by potential problems associated with the
implementation of new or upgraded systems, and the cost and outcome of litigation, investigations and environmental
matters involving the Company. For a full discussion of risk factors, see Item 1A, "Risk Factors".

Overview

Description of Business

The Company’s business includes the sourcing and design, marketing and distribution of footwear and accessories
through retail stores, including Journeys®, Journeys Kidz®, Shi by Journeys®, Little Burgundy® and Johnston &
Murphy@® in the U.S., Puerto Rico and Canada; through Schuh® stores in the United Kingdom, the Republic of Ireland
and Germany, and through e-commerce websites and catalogs; and at wholesale, primarily under the Company’s
Johnston & Murphy® brand, the H.S.Trask® brand, the licensed Dockers® brand, and other brands that the Company
licenses for footwear. The Company’s wholesale footwear brands are distributed to more than 1,200 retail accounts in
the United States, including a number of leading department, discount, and specialty stores. The Company’s business
also includes Lids Sports, which operates (i) headwear and accessory stores under the Lids® name and other names in
the U.S., Puerto Rico and Canada, (ii) the Lids Locker Room and Lids Clubhouse businesses, consisting of
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sports-oriented fan shops featuring a broad array of licensed merchandise such as apparel, hats and accessories, sports
decor and novelty products, operating under various trade names, (iii) licensed team merchandise departments in
Macy's department stores operated under the name Locker Room by Lids and on macys.com under a license
agreement with Macy's, and (iv) e-commerce operations. Including both the footwear businesses and the Lids Sports
business, at February 3, 2018, the Company operated 2,694 retail stores and leased departments in the U.S., Puerto
Rico, Canada, the United Kingdom, the Republic of Ireland and Germany.

During Fiscal 2018, the Company operated five reportable business segments (not including corporate): (i) Journeys
Group, comprised of Journeys, Journeys Kidz, Shi by Journeys and Little Burgundy retail footwear chains,
e-commerce operations
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and catalog; (ii) Schuh Group, comprised of the Schuh retail footwear chain and e-commerce operations; (iii) Lids
Sports Group, comprised as described in the preceding paragraph; (iv) Johnston & Murphy Group, comprised of
Johnston & Murphy retail operations, e-commerce operations and catalog and wholesale distribution of products
under the Johnston & Murphy® and H.S. Trask® brands; and (v) Licensed Brands, comprised of Dockers® Footwear,
sourced and marketed under a license from Levi Strauss & Company; G.H. Bass Footwear operated under a license
from G-III Apparel Group, Ltd., which was terminated in January 2018; and other brands.

The Journeys retail footwear stores sell footwear and accessories primarily for 13 to 22 year old men and women. The
stores average approximately 2,075 square feet. The Journeys Kidz retail footwear stores sell footwear primarily for
younger children, ages five to 12. These stores average approximately 1,525 square feet. Shi by Journeys retail
footwear stores sell footwear and accessories to fashion-conscious women in their early 20’s to mid 30’s. These stores
average approximately 2,125 square feet. The Journeys Group stores are primarily in malls and factory outlet centers
throughout the United States, Puerto Rico and Canada. The Company's Canadian subsidiary acquired the Little
Burgundy retail footwear chain in Canada during the fourth quarter of Fiscal 2016. Little Burgundy is being operated
under the Journeys Group. Little Burgundy retail footwear stores sell footwear and accessories to fashion-oriented
men and women in the 18 to 34 age group ranging from students to young professionals. These stores average
approximately 1,875 square feet. With the 39 Little Burgundy stores, Journeys Group now operates 85 stores in
Canada. Journeys also sells footwear and accessories through direct-to-consumer catalog and e-commerce operations.
The Schuh retail footwear stores sell a broad range of branded casual and athletic footwear along with a meaningful
private label offering primarily for 15 to 30 year old men and women. The stores, which average approximately 4,875
square feet, include both street-level and mall locations in the United Kingdom, the Republic of Ireland and Germany.
The Schuh Group also sells footwear and accessories through e-commerce operations.

The Lids Sports Group includes stores and kiosks, primarily under the Lids banner, that sell licensed and branded
headwear to men and women primarily in the early-teens to mid-20’s age group. The Lids store locations average
approximately 900 square feet and are primarily in malls, airports, street-level stores and factory outlet centers
throughout the United States, Puerto Rico and Canada. The Lids Sports Group also operates Lids Locker Room and
Lids Clubhouse stores under a number of trade names, selling licensed sports headwear, apparel and accessories to
sports fans of all ages in locations averaging approximately 2,850 square feet in malls and other locations primarily in
the United States. The Lids Sports Group operates 143 stores in Canada. The Lids Sports Group also operates Locker
Room by Lids leased departments in Macy's department stores selling headwear, apparel, accessories and novelties
from an assortment of college and professional teams specific to particular Macy's department stores' geographic
locations. As of February 3, 2018, the Company had 122 Locker Room by Lids leased departments averaging
approximately 650 square feet. The Lids Sports Group also sells headwear and accessories through e-commerce
operations.

Johnston & Murphy retail shops sell a broad range of men’s footwear, apparel and accessories. Women’s footwear and
accessories are sold in select Johnston & Murphy retail locations. Johnston & Murphy shops average approximately
1,575 square feet and are located primarily in higher-end malls and in airports throughout the United States and in
Canada. As of February 3, 2018, Johnston & Murphy operated eight stores in Canada. The Company also has license
and distribution agreements for wholesale and retail sales of Johnston & Murphy products in various non - U.S.
jurisdictions. The Company also sells Johnston & Murphy footwear and accessories in factory stores, averaging
approximately 2,400 square feet, located in factory outlet malls, and through a direct-to-consumer catalog and
e-commerce operations. In addition, Johnston & Murphy shoes are distributed through the Company’s wholesale
operations to better department, independent specialty stores and e-commerce. Additionally, the Company sells the H.
S. Trask brand, with men's and women's footwear and leather accessories distributed to better independent retailers
and department stores.

The Licensed Brands segment markets casual and dress casual footwear under the licensed Dockers® brand to men
aged 30 to 55 through many of the same national retail chains that carry Dockers slacks and sportswear and in
department and specialty stores across the United States. The Company entered into an exclusive license with Levi
Strauss & Co. to market men’s footwear in the United States under the Dockers brand name in 1991. Levi Strauss &
Co. and the Company have subsequently added additional territories, including Canada and Mexico and certain other
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Latin American countries. The Dockers license agreement has been renewed for a term expiring November 30, 2018.
The Company also sells footwear under other licenses and in March 2015 entered into a License Agreement to source
and distribute certain men's and women's footwear under the G.H. Bass trademark and related marks. This license was
terminated in January 2018.
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Strategy

The Company’s long-term strategy has been to seek organic growth by: 1) improving comparable sales, both in stores
and digital commerce, 2) increasing the Company's store base in its newer concepts and opportunistically in more
mature concepts, 3) expanding retail square footage in proven locations with upside opportunity, 4) increasing
operating margin and 5) enhancing the value of its brands. As a result of the degree of penetration of many of our
concepts in their current geographic markets and the increasing trend of consumer purchases through e-commerce
channels, the Company anticipates opening fewer new stores in the future, concentrating on locations that the
Company believes will be most productive, as well as closing certain stores, perhaps reducing the overall square
footage and store count from current levels, and has enhanced its investments in technology and infrastructure to
support omnichannel retailing. In recognition of a continuing shift in consumer shopping patterns toward online
purchasing, the need for investment to support omnichannel retailing, and the added expense associated with
omnichannel operations, the Company has undertaken a profit enhancement initiative, targeting annualized expense
reductions in the range of $35 million to $40 million in an effort to reduce the fixed cost structure of its retail stores
and improve efficiency in e-commerce.

To supplement its organic growth potential, the Company has made acquisitions, including the acquisition of the
Schuh Group in June 2011, Little Burgundy in December 2015, and several smaller acquisitions of businesses in the
Lids Sports Group's markets, and expects to consider acquisition opportunities, either to augment its existing
businesses or to enter new businesses that it considers compatible with its existing businesses, core expertise and
strategic profile. Acquisitions involve a number of risks, including, among others, inaccurate valuation of the acquired
business, the assumption of undisclosed liabilities, the failure to integrate the acquired business appropriately, and
distraction of management from existing businesses. The Company seeks to mitigate these risks by applying
appropriate financial metrics in its valuation analysis and developing and executing plans for due diligence and
integration that are appropriate to each acquisition. The Company also seeks appropriate opportunities to extend
existing brands and retail concepts. The Company typically tests such extensions on a relatively small scale to
determine their viability and to refine their strategies and operations before making significant, long-term
commitments.

More generally, the Company attempts to develop strategies to mitigate the risks it views as material, including those
discussed under the caption “Forward Looking Statements,” above, and those discussed in Item 1A, "Risk Factors".
Among the most important of these factors are those related to consumer demand. Conditions in the economy can
affect demand, resulting in changes in sales and, as prices are adjusted to drive sales and manage inventories, in gross
margins. Because fashion trends influencing many of the Company’s target customers can change rapidly, the
Company believes that its ability to react quickly to those changes has been important to its success. Even when the
Company succeeds in aligning its merchandise offerings with consumer preferences, those preferences may affect
results by, for example, driving sales of products with lower average selling prices or products which are more widely
available in the marketplace and thus more subject to competitive pressures than the Company's typical offering.
Moreover, economic factors, such as persistent unemployment and any future economic contraction and changes in
tax policies, may reduce the consumer’s disposable income or his or her willingness to purchase discretionary items,
and thus may reduce demand for the Company’s merchandise, regardless of the Company’s skill in detecting and
responding to fashion trends. The Company believes its experience and discipline in merchandising and the buying
power associated with its relative size and importance in the industry segments in which it competes are important to
its ability to mitigate risks associated with changing customer preferences and other changes in consumer demand.
Summary of Results of Operations

The Company’s net sales increased 1.3% during Fiscal 2018 compared to Fiscal 2017. The increase reflected a 6%
increase in Journeys Group sales, an 8% increase in Schuh Group sales and a 5% increase in Johnston & Murphy
sales, partially offset by an 8% decrease in Lids Sports Group sales and a 16% decrease in Licensed Brands. Included
in Fiscal 2018 was a 53rd week compared to a 52-week year for Fiscal 2017. Excluding the 53rd week, the impact of
exchange rates and the sale of a small business in Fiscal 2017, net sales increased 1% for Fiscal 2018. Gross margin
decreased as a percentage of net sales from 49.4% in Fiscal 2017 to 48.7% in Fiscal 2018, reflecting gross margin
decreases as a percentage of net sales in all of the Company's business segments except Johnston & Murphy Group.
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Selling and administrative expenses increased as a percentage of net sales from 44.5% in Fiscal 2017 to 45.5% in
Fiscal 2018, reflecting increased expenses as a percentage of net sales in Journeys Group, Lids Sports Group and
Johnston & Murphy Group, partially offset by decreased expenses as a percentage of net sales in Schuh Group and
Licensed Brands, while Corporate expenses were flat. Earnings (loss) from operations decreased as a percentage of net
sales from 4.9% in Fiscal 2017 to (3.3)% in Fiscal 2018, reflecting decreased earnings in all of the Company's
business segments as well as a goodwill impairment charge of $182.2 million in Fiscal 2018.

29

51



Edgar Filing: GENESCO INC - Form 10-K

Table of Contents

Significant Developments

The potential sale of Lids Sports Group

The Company announced in February it is initiating a formal process to explore the sale of its Lids Sports Group
business. The Company's board of directors concluded through a strategic review process that it is in the best interest
of the Company and its shareholders to focus on its industry-leading footwear businesses, which it believes is the
optimal platform to deliver enhanced shareholder value over the long term.

2017 Tax Reform

On December 22, 2017, the Tax Cuts and Jobs Act (the “Act”) was enacted in the United States. The Act includes a
number of changes to existing U.S. tax laws that impact the Company including the reduction of the U.S. corporate
income tax rate from 35% to 21% for tax years beginning after December 31, 2017. The Act also provides for a
one-time transition tax on indefinitely reinvested foreign earnings and the acceleration of depreciation for certain
assets placed into service after September 27, 2017, as well as prospective changes beginning in 2018, including the
elimination of certain domestic deductions and credits and additional limitations on the deductibility of executive
compensation. See additional information regarding the impact of the Act in Item 8, Note 9, "Income Taxes", to the
Company's Consolidated Financial Statements included in this Annual Report on Form 10-K.

Goodwill Impairment

During the third quarter of Fiscal 2018, the Company identified qualitative indicators of impairment, including a
significant decline in the Company's stock price and market capitalization for a sustained period since the last
consideration of indicators of impairment in the second quarter of Fiscal 2018, underperformance relative to projected
operating results, particularly in the Lids Sports Group reporting unit, and an increased competitive environment in
the licensed sports business.

In accordance with Accounting Standards Codification Topic 350 ("ASC 350"), when indicators of impairment are
present on an interim basis, the Company must assess whether it is “more likely than not” (i.e., a greater than 50%
chance) that an impairment has occurred. In our Fiscal 2017 annual evaluation of goodwill, the Company determined
that the fair value of the Lids Sports Group and Schuh Group reporting units exceeded the carrying value of the
reporting units’ assets by approximately 15% and 28%, respectively. Due to the identified indicators of impairment
during the the third quarter of Fiscal 2018, the Company determined that it was "more likely than not" that an
impairment had occurred and performed a full valuation of its reporting units as required under ASC 350 and
reconciled the aggregate fair values of the individual reporting units to the Company’s market capitalization.

Based upon the results of these analyses, the Company concluded the goodwill attributed to Lids Sports Group was
fully impaired. As a result, the Company recorded a non-cash impairment charge of $182.2 million in the third quarter
of Fiscal 2018.

Sale of SureGrip Footwear

On December 25, 2016, the Company completed the sale of all the stock of the Company's subsidiary, Keuka
Footwear, Inc., which operated the SureGrip occupational, slip-resistant footwear business within the Licensed Brands
Group, to Shoes for Crews, LLC. The Company recognized a gain on the sale in Fiscal 2017 of $12.3 million, net of
transaction-related expenses before tax. The sale of SureGrip Footwear was not a strategic shift that would have a
major effect on operations and financial results, and therefore this business was not presented as a discontinued
operation in the Company's Consolidated Financial Statements.

Pension Plan Partial Buyout

In June 2016, the Company's board of directors authorized an offer to vested former employees and active employees
over the age of 62 in the Company's defined benefits pension plan to buy out their future benefits under the plan for a
lump sum cash payment. The Company made the buyout offer in the third quarter of Fiscal 2017, and completed it in
the fourth quarter of Fiscal 2017. The Company incurred a one-time charge to earnings of $2.5 million in the fourth
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quarter of Fiscal 2017 in connection with the pension plan buyout. The Company initiated the buyout offer in an effort
to lower the Company's risk exposure to the pension plan by lowering the Plan's assets and liabilities.
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Sale of Lids Team Sports Business

On January 19, 2016, the Company completed the sale of the assets of the Lids Team Sports business, which had
operated within its Lids Sports Group segment, to BSN Sports, LL.C. In Fiscal 2016, the Company recognized a gain
on the sale of $4.7 million, net of transaction-related expenses before tax. In Fiscal 2017, the Company recognized an
additional pretax gain of $2.4 million on the sale of Lids Team Sports related to final working capital adjustments.
The sale of Lids Team Sports was not a strategic shift that would have a major effect on operations and financial
results, and therefore this business was not presented as a discontinued operation in the Company's Consolidated
Financial Statements.

Acquisitions

During Fiscal 2016, the Company completed the acquisition of Little Burgundy, a small retail footwear chain in
Canada for a total purchase price of $35.1 million. The stores acquired are operated within the Journeys Group.
Asset Impairment and Other Charges

The Company recorded a pretax charge to earnings of $8.8 million in Fiscal 2018, including $5.2 million in licensing
termination expenses, $2.7 million for retail store asset impairments and $0.9 million for hurricane losses.

The Company recorded a pretax gain to earnings of $(0.8) million in Fiscal 2017, including a gain of $(8.9) million
for network intrusion expenses as a result of a litigation settlement and a gain of $(0.8) million for other legal matters,
partially offset by $6.4 million for retail store asset impairments and $2.5 million for pension settlement expense.
The Company recorded a pretax charge to earnings of $7.9 million in Fiscal 2016, including $3.1 million for retail
store asset impairments, $2.5 million for asset write-downs, $2.2 million for network intrusion expenses and $0.1
million for other legal matters.

Postretirement Benefit Liability Adjustments

The return on pension plan assets was $12.9 million for Fiscal 2018, compared to an expected return of $4.5 million.
The discount rate used to measure benefit obligations decreased from 3.95% to 3.70% in Fiscal 2018. As a result of
higher than expected asset returns, partially offset by a decrease in the discount rate, the pension liability reflected in
the Consolidated Balance Sheets decreased to $0.0 million compared to $6.3 million at the end of Fiscal 2017 and a
pension asset of $0.7 million was recorded at the end of Fiscal 2018. There was a decrease in the pension liability
adjustment of $7.1 million pretax in accumulated other comprehensive loss in equity. Depending upon future interest
rates and returns on plan assets and other factors, there can be no assurance that additional adjustments in future
periods will not be required.

Discontinued Operations

In Fiscal 2018, Fiscal 2017 and Fiscal 2016, the Company recorded an additional charge to earnings of $0.6 million
($0.4 million net of tax), $0.7 million ($0.4 million net of tax) and $1.3 million ($0.8 million net of tax), respectively,
reflected in discontinued operations, primarily for anticipated costs of environmental remedial alternatives related to
former facilities operated by the Company. For additional information, see Notes 3 and 13 to the Consolidated
Financial Statements.

Critical Accounting Policies

Inventory Valuation

As discussed in Note 1 to the Consolidated Financial Statements, the Company values its inventories at the lower of
cost or net realizable value in its wholesale, Schuh Group and Lids Sports Group segments.

In its footwear wholesale operations and its Schuh Group segment, cost is determined using the first-in, first-out
("FIFO") method. Net realizable value is determined using a system of analysis which evaluates inventory at the stock
number level based on factors such as inventory turn, average selling price, inventory level, and selling prices
reflected in future orders for footwear wholesale. The Company provides a valuation allowance when the inventory
has not been marked down to net realizable value based on current selling prices or when the inventory is not turning
and is not expected to turn at levels satisfactory to the Company.
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The Lids Sports Group segment employs the moving average cost method for valuing inventories and applies freight
using an allocation method. The Company provides a valuation allowance for slow-moving inventory based on
negative margins and specific analysis, and estimates shrink based on historical experience, where appropriate.

In its retail operations, other than the Schuh Group and Lids Sports Group segments, the Company employs the retail
inventory method, applying average cost-to-retail ratios to the retail value of inventories. Under the retail inventory
method,
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valuing inventory at the lower of cost or market is achieved as markdowns are taken or accrued as a reduction of the
retail value of inventories.

Inherent in the retail inventory method are subjective judgments and estimates, including merchandise mark-on,
markups, markdowns, and shrinkage. These judgments and estimates, coupled with the fact that the retail inventory
method is an averaging process, could produce a range of cost figures. To reduce the risk of inaccuracy and to ensure
consistent presentation, the Company employs the retail inventory method in multiple subclasses of inventory with
similar gross margins, and analyzes markdown requirements at the stock number level based on factors such as
inventory turn, average selling price, and inventory age. In addition, the Company accrues markdowns as necessary.
These additional markdown accruals reflect all of the above factors as well as current agreements to return products to
vendors and vendor agreements to provide markdown support. In addition to markdown allowances, the Company
maintains reserves for shrinkage and damaged goods based on historical rates.

Inherent in the analysis of both wholesale and retail inventory valuation are subjective judgments about current market
conditions, fashion trends, and overall economic conditions. Failure to make appropriate conclusions regarding these
factors may result in an overstatement or understatement of inventory value. A change of 10% from the recorded
amounts for markdowns, shrinkage and damaged goods would have changed inventory by $1.7 million at February 3,
2018.

Impairment of Long-Lived Assets

The Company periodically assesses the realizability of its long-lived assets, other than goodwill, and evaluates such
assets for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may
not be recoverable. Asset impairment is determined to exist if estimated future cash flows, undiscounted and without
interest charges, are less than the carrying amount. Inherent in the analysis of impairment are subjective judgments
about future cash flows. Failure to make appropriate conclusions regarding these judgments may result in an
overstatement or understatement of the value of long-lived assets.

As discussed in Note 1 to the Consolidated Financial Statements,the Company annually assesses its goodwill and
indefinite lived trade names for impairment and on an interim basis if indicators of impairment are present. The
Company’s annual assessment date of goodwill and indefinite lived trade names is the first day of the fourth quarter.
In accordance with ASC 350, the Company has the option first to assess qualitative factors to determine whether
events and circumstances indicate that it is more likely than not that goodwill is impaired. If after such assessment the
Company concludes that the asset is not impaired, no further action is required. However, if the Company concludes
otherwise, it is required to determine the fair value of the asset using a quantitative impairment test. The quantitative
impairment test for goodwill compares the fair value of each reporting unit with the carrying value of the business unit
with which the goodwill is associated. If the fair value of the reporting unit is less than the carrying value of the
reporting unit, an impairment charge would be recorded for the amount, if any, in which the carrying value exceeds
the reporting unit's fair value. The Company estimates fair value using the best information available, and computes
the fair value derived by an income approach utilizing discounted cash flow projections. The income approach uses a
projection of a reporting unit’s estimated operating results and cash flows that is discounted using a weighted-average
cost of capital that reflects current market conditions. A key assumption in the Company’s fair value estimate is the
weighted average cost of capital utilized for discounting its cash flow projections in its income approach. The
projection uses management’s best estimates of economic and market conditions over the projected period including
growth rates in sales, costs, estimates of future expected changes in operating margins and cash expenditures. Other
significant estimates and assumptions include terminal value growth rates, future estimates of capital expenditures and
changes in future working capital requirements. See Notes 2 and 3 to the Company’s Consolidated Financial
Statements for additional information regarding impairment of long-lived assets.

Environmental and Other Contingencies

The Company is subject to certain loss contingencies related to environmental proceedings and other legal matters,
including those disclosed in Note 13 to the Company’s Consolidated Financial Statements. The Company has made
pretax accruals for certain of these contingencies, including approximately $0.6 million reflected in Fiscal 2018, $0.6
million reflected in Fiscal 2017 and $0.8 million reflected in Fiscal 2016. These charges are included in provision for
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discontinued operations, net in the Consolidated Statements of Operations because they relate to former facilities
operated by the Company. The Company monitors these matters on an ongoing basis and, on a quarterly basis,
management reviews the Company’s accruals in relation to each of them, adjusting provisions as management deems
necessary in view of changes in available information. Changes in estimates of liability are reported in the periods
when they occur. Consequently, management believes that its accrued liability in relation to each proceeding is a best
estimate of probable loss connected to the proceeding, or in cases in which no best estimate is possible, the minimum
amount in the range of estimated losses, based upon its analysis of the facts and circumstances as of the close of the
most recent fiscal quarter. However, because of uncertainties and risks inherent
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in litigation generally and in environmental proceedings in particular, there can be no assurance that future
developments will not require additional provisions, that some or all liabilities will be adequate or that the amounts of
any such additional provisions or any such inadequacy will not have a material adverse effect upon the Company’s
financial condition or results of operations.

Revenue Recognition

Retail sales are recorded at the point of sale and are net of estimated returns and exclude sales and value added taxes.
Catalog and internet sales are recorded at time of delivery to the customer and are net of estimated returns and exclude
sales and value added taxes. Wholesale revenue is recorded net of estimated returns and allowances for markdowns,
damages and miscellaneous claims when the related goods have been shipped and legal title has passed to the
customer. Shipping and handling costs charged to customers are included in net sales. Estimated returns are based on
historical returns and claims. Actual amounts of markdowns have not differed materially from estimates. Actual
returns and claims in any future period may differ from historical experience. The FASB issued ASU 2016-02,
"Revenue from Contracts with Customers (Topic 606)" (Accounting Standards Codification 606) ("ASC 606") in May
2014. The Company will adopt this standard in the first quarter of Fiscal 2019. For additional information on the new
revenue recognition standard, see Item 8, Note 1, "Summary of Significant Accounting Policies", to the Company's
Consolidated Financial Statements included in this Annual Report on Form 10-K.

Income Taxes

As part of the process of preparing Consolidated Financial Statements, the Company is required to estimate its income
taxes in each of the tax jurisdictions in which it operates. This process involves estimating actual current tax
obligations together with assessing temporary differences resulting from differing treatment of certain items for tax
and accounting purposes, such as depreciation of property and equipment and valuation of inventories. These
temporary differences result in deferred tax assets and liabilities, which are included within the Consolidated Balance
Sheets. The Company then assesses the likelihood that its deferred tax assets will be recovered from future taxable
income. Actual results could differ from this assessment if adequate taxable income is not generated in future periods.
To the extent the Company believes that recovery of an asset is at risk, valuation allowances are established. To the
extent valuation allowances are established or increased in a period, the Company includes an expense within the tax
provision in the Consolidated Statements of Operations. These deferred tax valuation allowances may be released in
future years when management considers that it is more likely than not that some portion or all of the deferred tax
assets will be realized. In making such a determination, management will need to periodically evaluate whether or not
all available evidence, such as future taxable income and reversal of temporary differences, tax planning strategies,
and recent results of operations, provides sufficient positive evidence to offset any other potential negative evidence
that may exist at such time. In the event the deferred tax valuation allowance is released, the Company would record
an income tax benefit for a portion or all of the deferred tax valuation allowance released. At February 3, 2018, the
Company had a deferred tax valuation allowance of $6.4 million.

Income tax reserves for uncertain tax positions are determined using the methodology required by the Income Tax
Topic of the Accounting Standards Codification (“Codification”). This methodology requires companies to assess each
income tax position taken using a two step process. A determination is first made as to whether it is more likely than
not that the position will be sustained, based upon the technical merits, upon examination by the taxing authorities. If
the tax position is expected to meet the more likely than not criteria, the benefit recorded for the tax position equals
the largest amount that is greater than 50% likely to be realized upon ultimate settlement of the respective tax position.
Uncertain tax positions require determinations and estimated liabilities to be made based on provisions of the tax law
which may be subject to change or varying interpretation. If the Company’s determinations and estimates prove to be
inaccurate, the resulting adjustments could be material to its future financial results. See Item 8, Note 9, "Income
Taxes", to the Company's Consolidated Financial Statements included in this Annual Report on Form 10-K for the
impact on income taxes of the Act enacted on December 22, 2017.

Postretirement Benefits Plan Accounting

Full-time employees who had at least 1,000 hours of service in calendar year 2004, except employees in the Lids
Sports Group and Schuh Group segments, are covered by a defined benefit pension plan. The Company froze the
defined benefit pension plan effective January 1, 2005. The Company also provides certain former employees with
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limited medical and life insurance benefits. The Company funds at least the minimum amount required by the
Employee Retirement Income Security Act.

As required by the Compensation — Retirement Benefits Topic of the Codification, the Company is required to
recognize the overfunded or underfunded status of postretirement benefit plans as an asset or liability in their
Consolidated Balance
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Sheets and to recognize changes in that funded status in accumulated other comprehensive loss, net of tax, in the year
in which the changes occur.

The Company recognizes pension expense on an accrual basis over employees’ approximate service periods. The
calculation of pension expense and the corresponding liability requires the use of a number of critical assumptions,
including the expected long-term rate of return on plan assets and the assumed discount rate, as well as the recognition
of actuarial gains and losses. Changes in these assumptions can result in different expense and liability amounts, and
future actual experience can differ from these assumptions.

Long Term Rate of Return Assumption — Pension expense increases as the expected rate of return on pension plan
assets decreases. The Company estimates that the pension plan assets will generate a long-term rate of return of
5.65%. To develop this assumption, the Company considered historical asset returns, the current asset allocation and
future expectations of asset returns. The expected long-term rate of return on plan assets is based on a long-term
investment policy of 38% U.S. equities, 12% international equities, 49% U.S. fixed income securities and 1% cash
equivalents. For Fiscal 2018, if the expected rate of return had been decreased by 1%, net pension expense would have
increased by $0.7 million, and if the expected rate of return had been increased by 1%, net pension expense would
have decreased by $0.7 million.

Discount Rate — Pension liability and future pension expense increase as the discount rate is reduced. The Company
discounted future pension obligations using a rate of 3.70%, 3.95% and 4.30% for Fiscal 2018, 2017 and 2016,
respectively. The discount rate at February 3, 2018 was determined based on a yield curve of high quality corporate
bonds with cash flows matching the Company’s plans’ expected benefit payments. For Fiscal 2018, if the discount rate
had been increased by 0.5%, net pension expense would have decreased by $0.0 million, and if the discount rate had
been decreased by 0.5%, net pension expense would have increased by $0.1 million. In addition, if the discount rate
had been increased by 0.5%, the projected benefit obligation would have decreased by $3.7 million and the
accumulated benefit obligation would have decreased by $3.7 million. If the discount rate had been decreased by
0.5%, the projected benefit obligation would have increased by $4.0 million and the accumulated benefit obligation
would have increased by $4.0 million.

Amortization of Gains and Losses — The Company utilizes a calculated value of assets, which is an averaging method
that recognizes changes in the fair values of assets over a period of five years. At the end of Fiscal 2018, the Company
had unrecognized actuarial losses of $8.3 million. Generally accepted accounting principles in the United States
require that the Company recognize a portion of these losses when they exceed a calculated threshold. These losses
might be recognized as a component of pension expense in future years and would be amortized over the average
future service of employees, which is currently approximately ten years. Future changes in plan asset returns, assumed
discount rates and various other factors related to the pension plan will impact future pension expense and liabilities,
including increasing or decreasing unrecognized actuarial gains and losses.

The Company recognized expense for its defined benefit pension plans of $0.2 million, $2.3 million and $3.9 million
in Fiscal 2018, 2017 and 2016, respectively. Fiscal 2017 includes a settlement charge of $2.5 million as a result of the
pension plan buyout. The Company’s pension expense is expected to decrease in Fiscal 2019 by approximately $0.1
million as lower expected return on assets due to a change in the Company's investment strategy was more than offset
by lower interest costs, service costs and lower amortization of the actuarial losses.

Comparable Sales

For purposes of this report, "comparable sales" are sales from stores open longer than one year, beginning in the
fifty-third week of a store’s operation (which we refer to in this report as "same store sales"), and sales from websites
operated longer than one year and direct mail catalog sales (which we refer to in this report as "comparable direct
sales"). Temporarily closed stores are excluded from the comparable sales calculation for every full week of the store
closing. Expanded stores are excluded from the comparable sales calculation until the fifty-third week of operation in
the expanded format. Current year foreign exchange rates are applied to both current year and prior year comparable
sales to achieve a consistent basis for comparison.

Results of Operations—Fiscal 2018 Compared to Fiscal 2017
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The Company’s net sales for Fiscal 2018 (53 weeks) increased 1.3% to $2.91 billion from $2.87 billion in Fiscal 2017
(52 weeks). The increase in net sales was a result of increased sales in Journeys Group, Schuh Group and Johnston &
Murphy Group, partially offset by decreased sales in Lids Sports Group and Licensed Brands. Net sales for Fiscal
2018 included an estimated $36.6 million of sales due to the fifty-third week. Excluding the 53rd week, impact of
exchange rates and the sale of a small business last year, net sales increased 1% for Fiscal 2018. Gross margin
decreased 0.1% to $1.416 billion in Fiscal 2018 from $1.418 billion in Fiscal 2017, and decreased as a percentage of
net sales from 49.4% in Fiscal 2017 to 48.7% in Fiscal 2018, primarily reflecting decreased gross margin as a
percentage of net sales in all of the Company's
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business segments except Johnston & Murphy Group. The Company expects continued pressure on gross margins as
e-commerce grows as percentage of its business. Selling and administrative expenses in Fiscal 2018 increased 3.5%
from Fiscal 2017 and increased as a percentage of net sales from 44.5% to 45.5%, primarily reflecting expense
increases in Journeys Group, Lids Sports Group and Johnston & Murphy Group, partially offset by decreased
expenses in Schuh Group and Licensed Brands, while Corporate expenses remained flat. The Company records
buying and merchandising and occupancy costs in selling and administrative expense. Because the Company does not
include these costs in cost of sales, the Company’s gross margin and selling and administrative expense are not
comparable to other retailers that include these costs in the calculation of gross margin. Explanations of the changes in
results of operations are provided by business segment in discussions following these introductory paragraphs.
Earnings (loss) from continuing operations before income taxes (“pretax earnings (loss)”) for Fiscal 2018 were $(101.7)
million, compared to $151.4 million for Fiscal 2017. The pretax loss for Fiscal 2018 included a goodwill impairment
charge of $182.2 million and an asset impairment and other charges of $8.8 million for licensing termination
expenses, retail store asset impairments and hurricane losses. Pretax earnings for Fiscal 2017 included an asset
impairment and other gain of $0.8 million, including an $8.9 million gain for network intrusion expenses as result of a
litigation settlement and a $0.8 million gain for other legal matters, partially offset by $6.4 million for retail store asset
impairments and $2.5 million pension settlement expense. Pretax earnings for Fiscal 2017 also included a gain of
$12.3 million on the sale of SureGrip Footwear and a $2.4 million gain on the sale of Lids Team Sports.

The net loss for Fiscal 2018 was $(111.8) million ($5.82 diluted loss per share) compared to net earnings of $97.4
million ($4.83 diluted earnings per share) for Fiscal 2017. The net loss for Fiscal 2018 and net earnings for Fiscal
2017 both included a $0.4 million ($0.02 diluted loss per share) charge to earnings (net of tax), primarily for
anticipated costs of environmental remedial alternatives related to former facilities operated by the Company. The
Company recorded an effective income tax rate of (9.6)% for Fiscal 2018 compared to 35.4% for Fiscal 2017 and
37.1% for Fiscal 2016. The effective tax rate for Fiscal 2018 was lower compared to Fiscal 2017 due to the impact of
the non-deductibility of a significant portion of the goodwill impairment charge and by $9.8 million of one-time
income tax expense related to the passage of the Act. The effective tax rate for Fiscal 2017 was lower compared to
Fiscal 2016 due to the release of tax reserves. The effective tax rate for Fiscal 2016 benefited from increased foreign
earnings and lowering of foreign tax rates combined with a release of $1.3 million in valuation allowance on foreign
net operating losses no longer required. See Note 9 to the Consolidated Financial Statements for additional
information.

Journeys Group

Fiscal Year Ended %

2018 2017 Change

(dollars in thousands)
Net sales $1,329460 $1,251,646 6.2 %
Earnings from operations $76,094 $85,875 (11.4)%
Operating margin 5.7 % 6.9 %

Net sales from Journeys Group increased 6.2% to $1.33 billion for Fiscal 2018 and compared to $1.25 billion for
Fiscal 2017. The increase reflected a 4% increase in comparable sales and a 1% increase in average Journeys stores
operated (i.e. the sum of the number of stores open on the first day of the fiscal year and the last day of each fiscal
month during the year divided by thirteen) for Fiscal 2018. The comparable sales increase reflected a 1% increase in
footwear unit comparable sales and the average price per pair of shoes increased 3%. The store count for Journeys
Group was 1,220 stores at the end of Fiscal 2018, including 242 Journeys Kidz stores, 21 Shi by Journeys stores, 46
Journeys stores in Canada and 39 Little Burgundy stores in Canada, compared to 1,249 stores at the end of Fiscal
2017, including 230 Journeys Kidz stores, 39 Shi by Journeys stores, 44 Journeys stores in Canada and 36 Little
Burgundy stores in Canada.

Journeys Group earnings from operations for Fiscal 2018 decreased 11.4% to $76.1 million, compared to $85.9
million for Fiscal 2017. The decrease in earnings from operations was primarily due to (i) decreased gross margin as a
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percentage of sales, reflecting lower initial margins due to changes in product mix and higher shipping and warehouse
expenses, as e-commerce grew as a percent of the business and (ii) increased expenses as a percentage of net sales as
Journeys Group could not leverage store-related expenses, primarily rent, selling salaries and advertising.
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Schuh Group
Fiscal Year Ended %
2018 2017 Change
(dollars in thousands)
Net sales $403,698 $372,872 83 %
Earnings from operations $20,104 $20,530 2.1)%
Operating margin 5.0 % 5.5 %

Net sales from the Schuh Group increased 8.3% to $403.7 million for Fiscal 2018, compared to $372.9 million for
Fiscal 2017. The sales increase reflects primarily a 4% increase in comparable sales and a 4% increase in average
stores operated, partially offset by a decrease of $5.1 million in sales due to the depreciation of the British Pound.
Schuh Group operated 134 stores at the end of Fiscal 2018 compared to 128 at the end of Fiscal 2017.

Schuh Group earnings from operations decreased 2.1% to $20.1 million in Fiscal 2018 compared to $20.5 million for
Fiscal 2017. The decrease in earnings this year reflects decreased gross margin as a percentage of net sales due
primarily to increased promotional activity and increased shipping and warehouse expense. The decrease in gross
margin was partially offset by decreased expenses as a percentage of net sales primarily due to decreased selling
salaries, depreciation and bonus expenses, partially offset by increased advertising expense and lower foreign
exchange gains compared to the prior year. Schuh Group's earnings from operations for Fiscal 2018 were positively
impacted by $0.4 million due to changes in foreign exchange rates.

Lids Sports Group
Fiscal Year Ended %
2018 2017 Change
(dollars in thousands)
Net sales $779,469 $847,510 (8.0 Y%
Earnings from operations $ 11,684 $41,563 (71.9)%
Operating margin 1.5 % 4.9 %

Net sales from the Lids Sports Group decreased 8.0% to $779.5 million for Fiscal 2018 from $847.5 million for Fiscal
2017. The decrease reflects primarily a comparable sales decrease of 7% and a decrease of 5% in the average number
of Lids Sports Group stores operated, excluding leased departments, for Fiscal 2018. The comparable sales decrease
reflected a 9% decrease in comparable store hat and apparel units sold, partially offset by a 3% increase in the average
price. Lids Sports Group operated 1,159 stores at the end of Fiscal 2018, including 114 Lids stores in Canada, 184
Lids Locker Room and Clubhouse stores, which include 29 Locker Room stores in Canada, and 122 Locker Room by
Lids leased departments at Macy's, compared to 1,240 stores at the end of Fiscal 2017, including 112 Lids stores in
Canada, 207 Lids Locker Room and Clubhouse stores, which include 35 Locker Room stores in Canada, and 151
Locker Room by Lids leased departments at Macy's.

Lids Sports Group earnings from operations for Fiscal 2018 decreased 71.9% to $11.7 million compared to $41.6
million for Fiscal 2017. The decrease was due to (i) decreased net sales, (ii) decreased gross margin as a percentage of
net sales, reflecting increased shipping and warehouse expense, and (iii) increased expenses as a percentage of net
sales, reflecting the inability to leverage expenses due to the negative comparable sales, partially offset by decreased
bonus expenses.

Johnston & Murphy Group
Fiscal Year Ended %
2018 2017 Change

(dollars in thousands)
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Net sales $304,160
Earnings from operations $20,047
Operating margin 6.6
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$289,324 5.1 %
$19,682 1.9 %
% 6.8 %

65



Edgar Filing: GENESCO INC - Form 10-K

Table of Contents

Johnston & Murphy Group net sales increased 5.1% to $304.2 million for Fiscal 2018 from $289.3 million for Fiscal
2017. The increase reflected primarily a 3% increase in average stores operated for Johnston & Murphy retail
operations and a 5% increase in Johnston & Murphy wholesale sales, while comparable sales remained flat for Fiscal
2018. Unit sales for the Johnston & Murphy wholesale business increased 7% in Fiscal 2018 while the average price
per pair of shoes decreased 2% for the same period. Retail operations accounted for 71.6% of the Johnston & Murphy
Group's sales in Fiscal 2018, up slightly from 71.4% in Fiscal 2017. The store count for Johnston & Murphy retail
operations at the end of Fiscal 2018 included 181 Johnston & Murphy shops and factory stores, including eight stores
in Canada, compared to 177 Johnston & Murphy shops and factory stores, including seven stores in Canada, at the end
of Fiscal 2017.

Johnston & Murphy earnings from operations for Fiscal 2018 increased 1.9% to $20.0 million from $19.7 million for
Fiscal 2017, primarily due to increased net sales and increased gross margin as a percentage of net sales, reflecting
decreased markdowns and improved initial margins. Expenses as a percentage of net sales increased for Fiscal 2018
primarily due to increased occupancy and compensation expenses, partially offset by decreased advertising expenses.
Licensed Brands

Fiscal Year Ended %

2018 2017 Change

(dollars in thousands)
Net sales $89,809  $106,372 (15.6)%
Earnings (loss) from operations $(163 ) $4,566 NM
Operating margin 0.2 )% 4.3 %

Licensed Brands’ net sales decreased 15.6% to $89.8 million for Fiscal 2018 from $106.4 million for Fiscal 2017. The
sales decrease primarily reflects the loss of sales for SureGrip footwear, which was sold in December 2016, and the
expiration of a small footwear license. SureGrip Footwear had net sales of $15.6 million in Fiscal 2017. Unit sales for
Dockers Footwear increased 2% for Fiscal 2018 and the average price per pair of shoes increased 1% for the same
period.

Licensed Brands’ earnings from operations decreased from $4.6 million for Fiscal 2017 to a loss of $(0.2) million for
Fiscal 2018, primarily due to decreased net sales and decreased gross margin as a percentage of net sales, reflecting
the sale of SureGrip footwear, which carried the group's highest gross margin, and changes in product mix and
increased promotional activities in the remaining businesses. The Company anticipates decreased sales in Licensed
Brands in Fiscal 2019 as a result of its termination of the Bass license.

Corporate, Interest Expenses and Other Charges

Corporate and other expense for Fiscal 2018, excluding the $182.2 million goodwill impairment charge, was $41.8
million compared to $30.3 million for Fiscal 2017. Corporate expense in Fiscal 2018 included an $8.8 million charge
in asset impairment and other charges, primarily for licensing termination expense, retail store asset impairments and
hurricane losses. Corporate expense in Fiscal 2017 included a $0.8 million gain in asset impairment and other charges,
primarily for a gain on network intrusion expenses as a result of a litigation settlement and a gain for other legal
matters, partially offset by retail store asset impairments and pension settlement expenses. Excluding the gains and
charges listed above, corporate and other expense increased primarily due to increased professional fees and other
corporate expenses, partially offset by decreased bonus expense.

Net interest expense increased 3.1% from $5.2 million in Fiscal 2017 to $5.4 million in Fiscal 2018 primarily due to
increased interest rates and to increased revolver borrowings compared to the previous year as a result of increased
capital expenditures.

Results of Operations—Fiscal 2017 Compared to Fiscal 2016

The Company’s net sales for Fiscal 2017 decreased 5.1% to $2.87 billion from $3.02 billion in Fiscal 2016. The
decrease in net sales was a result of decreased sales in Lids Sports Group, reflecting the sale of the Lids Team Sports
business in the fourth quarter of Fiscal 2016, and decreased sales in Schuh Group and Licensed Brands, partially
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offset by increased sales in Johnston & Murphy Group, while Journeys Group sales remained flat for Fiscal 2017. Net
sales of the Company's businesses other than Lids Team Sports decreased less than 1% for Fiscal 2017. Gross margin
decreased 1.8% to $1.42 billion in Fiscal 2017 from $1.44 billion in Fiscal 2016, but increased as a percentage of net
sales from 47.8% in Fiscal 2016 to 49.4% in Fiscal 2017, primarily reflecting increased gross margin as a percentage
of net sales in the Lids Sports Group, Schuh Group and Johnston & Murphy Group, partially offset by decreased gross
margin as a percentage of net sales in Journeys Group and Licensed Brands. Selling and administrative expenses in
Fiscal 2017 decreased 0.6% from Fiscal
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2016 but increased as a percentage of net sales from 42.5% to 44.5%, primarily reflecting expense increases in
Journeys Group, Lids Sports Group, Licensed Brands and Corporate, partially offset by decreased expenses in Schuh
Group and Johnston & Murphy Group. The Company records buying and merchandising and occupancy costs in
selling and administrative expense. Because the Company does not include these costs in cost of sales, the Company’s
gross margin and selling and administrative expense is not comparable to other retailers that include these costs in the
calculation of gross margin. Explanations of the changes in results of operations are provided by business segment in
discussions following these introductory paragraphs.

Pretax earnings for Fiscal 2017 were $151.4 million, compared to $151.5 million for Fiscal 2016. Pretax earnings for
Fiscal 2017 included an asset impairment and other gain of $0.8 million, including an $8.9 million gain for network
intrusion expenses as result of a litigation settlement and a $0.8 million gain for other legal matters, partially offset by
$6.4 million for retail store asset impairments and $2.5 million pension settlement expense. Pretax earnings for Fiscal
2017 also included a gain of $12.3 million on the sale of SureGrip Footwear and a $2.4 million gain on the sale of
Lids Team Sports. Pretax earnings for Fiscal 2016 included asset impairment and other charges of $7.9 million,
including $3.1 million for retail store asset impairments, $2.5 million for asset write-downs, $2.2 million for expenses
related to the computer network intrusion announced in December 2010 and $0.1 million for other legal matters.
Pretax earnings for Fiscal 2016 also included a gain of $4.7 million on the sale of Lids Team Sports and $1.5 million
in expense related to the deferred purchase price obligation related to the Schuh acquisition.

Net earnings for Fiscal 2017 were $97.4 million ($4.83 diluted earnings per share) compared to $94.6 million ($4.11
diluted earnings per share) for Fiscal 2016. Net earnings for Fiscal 2017 included a $0.4 million ($0.02 diluted loss
per share) charge to earnings (net of tax), primarily for anticipated costs of environmental remedial alternatives related
to former facilities operated by the Company. Net earnings for Fiscal 2016 included a $0.8 million ($0.04 diluted loss
per share) charge to earnings (net of tax), primarily for anticipated costs of environmental remedial alternatives related
to former facilities operated by the Company. The Company recorded an effective income tax rate of 35.4% for Fiscal
2017 compared to 37.1% for Fiscal 2016 and 36.7% for Fiscal 2015. The effective tax rate for Fiscal 2017 was lower
compared to Fiscal 2016 due to the release of tax reserves. The effective tax rate for Fiscal 2016 benefited from
increased foreign earnings and lowering of foreign tax rates combined with a release of $1.3 million in valuation
allowance on foreign net operating losses no longer required, while the effective tax rate for Fiscal 2015 benefited
from a $7.0 million reversal of charges previously recorded related to formerly uncertain tax positions that were taken
by Schuh at the time of the purchase by the Company which the Company resolved favorably during Fiscal 2015. See
Note 9 to the Consolidated Financial Statements for additional information.

Journeys Group

Fiscal Year Ended %

2017 2016 Change

(dollars in thousands)
Net sales $1,251,646 $1,251,637 — %
Earnings from operations $85,875 $126,248 (32.0)%
Operating margin 6.9 % 10.1 %

Net sales from Journeys Group were flat at $1.25 billion for Fiscal 2017 and 2016. Journeys Group's comparable sales
were down 4% in Fiscal 2017 which includes a 5% decrease in same store sales and a 12% increase in comparable
direct sales. Average Journeys stores operated increased 4% during Fiscal 2017. The comparable store sales decrease
reflected an 8% decrease in footwear unit comparable sales while the average price per pair of shoes increased 3%.
The store count for Journeys Group was 1,249 stores at the end of Fiscal 2017, including 230 Journeys Kidz stores, 39
Shi by Journeys stores, 95 Underground by Journeys stores, 44 Journeys stores in Canada and 36 Little Burgundy
stores in Canada, compared to 1,222 stores at the end of Fiscal 2016, including 200 Journeys Kidz stores, 46 Shi by
Journeys stores, 98 Underground by Journeys stores, 39 Journeys stores in Canada and 36 Little Burgundy stores in
Canada, acquired in the fourth quarter of Fiscal 2016.
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Journeys Group earnings from operations for Fiscal 2017 decreased 32.0% to $85.9 million, compared to $126.2
million for Fiscal 2016. The decrease in earnings from operations was primarily due to increased expenses as a
percentage of net sales as Journeys Group could not leverage store-related expenses, primarily occupancy, advertising
and credit card expenses, and to decreased gross margin as a percentage of net sales, reflecting increased markdowns.
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Schuh Group
Fiscal Year Ended %
2017 2016 Change
(dollars in thousands)
Net sales $372,872 $405,674 (8.1)%
Earnings from operations $20,530 $19,124 74 %
Operating margin 5.5 % 4.7 %

Net sales from the Schuh Group decreased 8.1% to $372.9 million for Fiscal 2017, compared to $405.7 million for
Fiscal 2016. The sales decrease reflects primarily a decrease of $49.3 million in sales due to the depreciation of the
British Pound and a 1% decrease in comparable sales which includes a 2% decrease in same store sales and a 6%
increase in comparable direct sales, partially offset by a 10% increase in average stores operated. Schuh Group
operated 128 stores at the end of Fiscal 2017 compared to 125 stores at the end of Fiscal 2016.

Schuh Group earnings from operations increased 7.4% to $20.5 million in Fiscal 2017 compared to $19.1 million for
Fiscal 2016. Earnings for Fiscal 2016 included $1.5 million in compensation expense related to a deferred purchase
price obligation in connection with the Schuh acquisition. The increase in earnings from operations was primarily due
to the absence of the deferred purchase price expense, which contributed 40 basis points to the operating margin
improvement as a percentage of sales. The remaining operating margin improvement was due to increased gross
margin as a percentage of net sales, reflecting less promotional activity, changes in sales mix and improved margin in
certain product categories. The operating margin improvement from gains on foreign currency was offset by increased
expenses, primarily occupancy, depreciation and bonus expense. Schuh Group's earnings from operations for Fiscal
2017 were negatively impacted by $4.1 million due to changes in foreign exchange rates.

Lids Sports Group
Fiscal Year Ended %
2017 2016 Change
(dollars in thousands)
Net sales $847,510 $975,504 (13.1)%
Earnings from operations $41,563 $17,040 1439 %
Operating margin 4.9 % 1.7 %

Net sales from the Lids Sports Group decreased 13.1% to $847.5 million for Fiscal 2017 from $975.5 million for
Fiscal 2016. A 14% reduction in sales due to the sale of the Lids Team Sports business in the fourth quarter of Fiscal
2016 accounted for all of the decline in sales for the segment. Comparable sales increased 3% for Fiscal 2017, which
includes a 4% increase in same store sales and a 2% increase in comparable direct sales, while the average number of
Lids Sports Group stores operated decreased 3%, excluding leased departments. The comparable sales increase
reflected a 4% increase in the average price per hat, while comparable store hat units sold decreased 1%. Lids Sports
Group operated 1,240 stores at the end of Fiscal 2017, including 112 Lids stores in Canada, 207 Lids Locker Room
and Clubhouse stores, which include 35 Locker Room stores in Canada, and 151 Locker Room by Lids leased
departments at Macy's, compared to 1,332 stores at the end of Fiscal 2016, including 113 Lids stores in Canada and
228 Lids Locker Room and Clubhouse stores, which include 38 Locker Room stores in Canada, and 185 Locker
Room by Lids leased departments at Macy's.

Lids Sports Group earnings from operations for Fiscal 2017 increased 143.9% to $41.6 million compared to $17.0
million for Fiscal 2016. The increase was due to increased gross margin as a percentage of net sales, reflecting the sale
of the lower margin Lids Team Sports business and decreased shipping and warehouse expense and decreased
promotional activity in the retail business. The improvement in gross margin more than offset increased expenses as a
percentage of net sales, resulting from (i) the sale of Lids Team Sports, which had lower expenses, (ii) increased
store-related expenses, primarily occupancy and credit card expenses, and (iii) increased bonus expenses.
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Johnston & Murphy Group
Fiscal Year Ended %
2017 2016 Change
(dollars in thousands)
Net sales $289,324 $278,681 38 %
Earnings from operations $ 19,682 $17,761 10.8 %
Operating margin 6.8 % 6.4 %

Johnston & Murphy Group net sales increased 3.8% to $289.3 million for Fiscal 2017 from $278.7 million for Fiscal
2016. The increase reflected primarily a 2% increase in comparable sales which includes a 1% increase in same store
sales and an 8% increase in comparable direct sales, a 1% increase in average stores operated for Johnston & Murphy
retail operations and a 5% increase in Johnston & Murphy wholesale sales. Unit sales for the Johnston & Murphy
wholesale business increased 6% in Fiscal 2017 while the average price per pair of shoes decreased 2% for the same
period. Retail operations accounted for 71.4% of the Johnston & Murphy Group's sales in Fiscal 2017, down slightly
from 71.7% in Fiscal 2016. The comparable sales increase in Fiscal 2017 reflects a 2% increase in footwear unit
comparable sales while the average price per pair of shoes for Johnston & Murphy retail operations decreased 3%.
The store count for Johnston & Murphy retail operations at the end of Fiscal 2017 included 177 Johnston & Murphy
shops and factory stores, including seven stores in Canada, compared to 173 Johnston & Murphy shops and factory
stores, including seven stores in Canada, at the end of Fiscal 2016.

Johnston & Murphy earnings from operations for Fiscal 2017 increased 10.8% to $19.7 million from $17.8 million for
Fiscal 2016, primarily due to increased net sales, a slight increase in gross margin as a percentage of net sales, and
decreased expenses as a percentage of net sales, reflecting slightly lower store-related expenses, primarily selling
salaries and occupancy expenses and an increase as a percent of the total in wholesale which carries lower expenses
than retail.

Licensed Brands

Fiscal Year Ended %

2017 2016 Change

(dollars in thousands)
Net sales $106,372 $109,826 (3.1 Y%
Earnings from operations $4,566 $9,236 (50.6)%
Operating margin 4.3 % 8.4 %

Licensed Brands’ net sales decreased 3.1% to $106.4 million for Fiscal 2017 from $109.8 million for Fiscal 2016. The
sales decrease reflects decreased sales of Dockers and Chaps Footwear, partially offset by the addition of sales for
G.H. Bass Footwear. SureGrip Footwear, which was sold in the fourth quarter, had net sales of $15.6 million in Fiscal
2017. The sales decrease in Dockers and Chaps Footwear reflects weakness in the department store and footwear
chain channels. Unit sales for Dockers Footwear decreased 6% for Fiscal 2017 and the average price per pair of shoes
decreased 8% for the same period.

Licensed Brands’ earnings from operations for Fiscal 2017 decreased 50.6%, from $9.2 million for Fiscal 2016 to $4.6
million, primarily due to increased expenses as a percentage of net sales, reflecting increased expenses associated with
the start-up of the Bass Footwear licensed business and increased shipping and warehouse, freight and royalty
expenses, and to decreased gross margin as a percentage of net sales, reflecting sales of products with lower initial
margins.

Corporate, Interest Expenses and Other Charges

Corporate and other expense for Fiscal 2017 was $30.3 million compared to $38.2 million for Fiscal 2016. Corporate
expense in Fiscal 2017 included a $0.8 million gain in asset impairment and other charges, primarily for a gain on
network intrusion expenses as a result of a litigation settlement and a gain for other legal matters, partially offset by
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retail store asset impairments and pension settlement expenses. Corporate expense in Fiscal 2016 included $7.9
million in asset impairment and other charges, primarily for retail store asset impairments, asset write-downs, network
intrusion expenses and other legal matters. Excluding the gains and charges listed above, corporate and other expense
increased primarily due to increased bonus accruals and bank fees, partially offset by foreign exchange gains, life
insurance proceeds and decreased professional fees.
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Net interest expense increased 19.2% from $4.4 million in Fiscal 2016 to $5.2 million in Fiscal 2017 primarily due to
increased revolver borrowings compared to the previous year as a result of the Little Burgundy acquisition in the
fourth quarter of Fiscal 2016 and share repurchases.

Liquidity and Capital Resources
The following table sets forth certain financial data at the dates indicated.

Feb. 3, Jan. Jan.
2018 28, 30,
2017 2016
(dollars in millions)
Cash and cash equivalents $39.9 $483 $133.3
Working capital $438.0 $407.6 $447.5
Long-term debt (includes current maturities) $88.4 $82.9 $111.8

Working Capital

The Company’s business is seasonal, with the Company’s investment in inventory and accounts receivable normally
reaching peaks in the spring and fall of each year. Historically, cash flow from operations has been generated
principally in the fourth quarter of each fiscal year.

Cash provided by operating activities was $164.6 million in Fiscal 2018 compared to $165.2 million in Fiscal 2017.
The $0.6 million decrease from operating activities from Fiscal 2017 reflects a decrease in cash flow from decreased
earnings and changes in accounts payable of $31.9 million, partially offset by an increase in cash flow from changes
in inventory of $77.0 million.

The $31.9 million decrease in cash flow from accounts payable reflects changes in buying patterns, vendor mix and
lower inventory levels. The $77.0 million increase in cash flow from inventory primarily reflects a reduction in the
growth in inventory in Lids Sports Group, Journeys Group, Licensed Brands and Johnston & Murphy Group, on a
year over year basis, partially offset by increased inventory in Schuh Group.

The $31.6 million decrease in inventories at February 3, 2018 from January 28, 2017 levels primarily reflects
decreases in all of the Company's business segments except Schuh Group.

Accounts receivable at February 3, 2018 decreased $0.8 million compared to January 28, 2017 primarily due to
decreased sales in the Licensed Brands business.

Cash provided by operating activities was $165.2 million in Fiscal 2017 compared to $149.7 million in Fiscal 2016.
The $15.5 million increase from operating activities from Fiscal 2016 reflects an increase in cash flow from changes
in other accrued liabilities, accounts payable, accounts receivable and prepaids and other current assets of $53.6
million, $22.0 million, $8.0 million and $6.6 million, respectively, partially offset by a $73.2 million decrease in cash
flow from changes in inventory.

The $53.6 million increase in cash flow from other accrued liabilities when comparing the change from Fiscal 2017
and 2016 with the change from Fiscal 2016 and 2015 reflects the reduction of Schuh acquisition related accruals due
to payments in Fiscal 2016. The $22.0 million increase in cash flow from accounts payable reflects changes in buying
patterns and payment terms negotiated with individual vendors and is related to the increase in inventory. The $8.0
million increase in cash from accounts receivable reflects lower wholesale sales in Fiscal 2017 compared to increased
wholesale sales and increased receivables related to the sale of Lids Team Sports in Fiscal 2016. The $6.6 million
increase in prepaids and other current assets primarily reflects increases in Fiscal 2016 for prepaid taxes and rent. The
$73.2 million decrease in cash flow from inventory primarily reflects an increase in Journeys Group and Lids Sports
Group inventory.

The $45.4 million increase in inventories at January 28, 2017 from January 30, 2016 levels primarily reflects increases
in Journeys Group, Lids Sports Group and Johnston & Murphy Group.

Accounts receivable at January 28, 2017 decreased $1.4 million compared to January 30, 2016 primarily due to
decreased sales in the Licensed Brands business.
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Sources of Liquidity

The Company has three principal sources of liquidity: cash flow from operations, cash and cash equivalents on hand
and the credit facilities discussed below. The Company believes that cash and cash equivalents on hand, cash flow
from operations and availability under its credit facilities will be sufficient to cover its working capital, capital
expenditures and stock repurchases for the foreseeable future.

On January 31, 2018, the Company entered into the Fourth Amended and Restated Credit Agreement (the “Credit
Facility”’) by and among the Company, certain subsidiaries of the Company party thereto, as other borrowers, with the
lenders party thereto (the "Lenders") and Bank of America, N.A., as agent (the "Agent"). The Credit Facility provides
revolving credit in the aggregate principal amount of $400.0 million, including (i) for the Company and the other
borrowers formed in the U.S., a $70.0 million sublimit for the issuance of letters of credit and a domestic swingline
subfacility of up to $45.0 million, (ii) for GCO Canada Inc., a revolving credit subfacility in an aggregate amount not
to exceed $70.0 million, which includes a $5.0 million sublimit for the issuance of letters of credit and a swingline
subfacility of up to $5.0 million, and (iii) for Genesco (UK) Limited, a revolving credit subfacility in an aggregate
amount not to exceed $100.0 million, which includes a $10.0 million sublimit for the issuance of letters of credit and a
swingline subfacility of up to $10.0 million. The facility expires January 31, 2023. Any swingline loans and any
letters of credit and borrowings under the Canadian and UK subfacilities will reduce the availability under the Credit
Facility on a dollar-for-dollar basis.

The Company has the option, from time to time, to increase the availability under the Credit Facility by an aggregate
amount of up to $200.0 million subject to, among other things, the receipt of commitments for the increased amount.
In connection with this increased facility, the Canadian revolving credit subfacility may be increased by no more than
$15.0 million and the UK revolving credit subfacility may be increased by no more than $100.0 million.

The aggregate amount of the loans made and letters of credit issued under the Credit Facility shall at no time exceed
the lesser of the facility amount ($400.0 million or, if increased as described above, up to $600.0 million) or the
"Borrowing Base", which generally is based on 90% of eligible inventory (increased to 92.5% during fiscal months
September through November) plus 85% of eligible wholesale receivables plus 90% of eligible credit card and debit
card receivables of the Company and the other borrowers formed in the U.S. and GCO Canada Inc. less applicable
reserves (the "Loan Cap"). If requested by the Company and Genesco (UK) Limited and agreed to by the required
percentage of Lenders, the relevant assets of Genesco (UK) Limited will be included in the Borrowing Base, provided
that amounts borrowed by Genesco (UK) Limited based solely on its own borrowing base will be limited to $100.0
million, subject to the increased facility as described above. At no time can the total loans outstanding to Genesco
(UK) Limited and to GCO Canada Inc. exceed 50% of the Loan Cap. In the event that the availability for GCO
Canada Inc. to borrow loans based solely on its own borrowing base is completely utilized, GCO Canada Inc. will
have the ability, subject to certain terms and conditions, to obtain additional loans (but not to exceed its total revolving
credit subfacility amount) to the extent of the then unused portion of the domestic Loan Cap.

The Credit Facility also provides that a first-in, last-out tranche could be added to the revolving credit facility at the
option of the Company subject to, among other things, the receipt of commitments for such tranche. For additional
information on the Company’s Credit Facility, see Note 6 to the Consolidated Financial Statements included in Item 8,
"Financial Statements and Supplementary Data".

In April 2017, Schuh Group Limited entered into an Amendment and Restatement Agreement which amended the
Form of Amended and Restated Facilities Agreement and Working Capital Facility Letter ("UK Credit Facilities")
dated May 2015. The amendment includes a new Facility A of £1.0 million, a Facility B of £9.4 million, a Facility C
revolving credit agreement of £16.5 million, a working capital facility of £2.5 million and an additional revolving
credit facility, Facility D, of €7.2 million for its operations in Ireland and Germany. The Facility A loan was paid off in
April 2017. The Facility B loan bears interest at LIBOR plus 2.5% per annum with quarterly payments through
September 2019. The Facility C bears interest at LIBOR plus 2.2% per annum and expires in September 2019. The
Facility D bears interest at EURIBOR plus 2.2% per annum and expires in September 2019.

There were $11.5 million in UK term loans and $7.6 million in UK revolver loans outstanding at February 3, 2018.
The UK Credit Facilities contain certain covenants at the Schuh level including a minimum interest coverage covenant
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of 4.50x and a maximum leverage covenant of 1.75x. The Company was in compliance with all the covenants at
February 3, 2018. The UK Credit Facilities are secured by a pledge of all the assets of Schuh and its subsidiaries.

The Company's revolving credit borrowings averaged $127.5 million during Fiscal 2018 and $100.1 million during
Fiscal 2017, as cash on hand, cash generated from operations and revolver borrowings primarily funded seasonal
working capital requirements, capital expenditures and stock repurchases for Fiscal 2018 and Fiscal 2017. The

borrowings outstanding during Fiscal 2018 reflect increased funds borrowed to fund increased capital expenditures.
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There were $11.3 million of letters of credit outstanding and $69.4 million of revolver borrowings outstanding,
including $14.8 million (£10.5 million) related to Genesco (UK) Limited and $36.7 million (C$45.4 million) related to
GCO Canada, under the Credit Facility at February 3, 2018. The Company is not required to comply with any
financial covenants under the Credit Facility unless Excess Availability (as defined in the Credit Facility) is less than
the greater of $25.0 million or 10.0% of the Loan Cap. If and during such time as Excess Availability is less than the
greater of $25.0 million or 10.0% of the Loan Cap, the Credit Facility requires the Company to meet a minimum fixed
charge coverage ratio of (a) an amount equal to consolidated EBITDA less capital expenditures and taxes paid in cash,
in each case for such period, to (b) fixed charges for such period, of not less than 1.0:1.0. Excess Availability was
$263.3 million at February 3, 2018. Because Excess Availability exceeded $25.0 million or 10.0% of the Loan Cap,
the Company was not required to comply with this financial covenant at February 3, 2018.

The Credit Facility contains customary events of default, including, without limitation, payment defaults, breaches of
representations and warranties, covenant defaults, cross-defaults to certain other material indebtedness in excess of
specified amounts and to agreements which would have a material adverse effect if breached, certain events of
bankruptcy and insolvency, certain ERISA events, judgments in excess of specified amounts and change in control.
The Credit Facility prohibits the payment of dividends and other restricted payments unless, among other things, as of
the date of the making of any Restricted Payment (as defined in the Credit Facility), (a) no Default (as defined in the
Credit Facility) or Event of Default (as defined in the Credit Facility) exists or would arise after giving effect to such
Restricted Payment and (b) either (i) the Borrowers (as defined in the Credit Facility) have pro forma Excess
Availability for the prior 60 day period equal to or greater than 20% of the Loan Cap, after giving pro forma effect to
such Restricted Payment, or (ii) (A) the Borrowers have pro forma Excess Availability for the prior 60 day period of
less than 20% of the Loan Cap but equal to or greater than 15% of the Loan Cap, after giving pro forma effect to the
Restricted Payment or Acquisition, and (B) the Fixed Charge Coverage Ratio (as defined in the Credit Facility), on a
pro-forma basis for the twelve months preceding such Restricted Payment, will be equal to or greater than 1.0:1.0 and
(c) after giving effect to such Restricted Payment, the Borrowers are Solvent (as defined in the Credit Facility).
Additionally, the Company may make cash dividends on preferred stock up to $0.5 million in any fiscal year absent a
continuing Event of Default. The Company’s management does not expect availability under the Credit Facility to fall
below the requirements listed above during Fiscal 2019.

Certain Covenants

The Company is not required to comply with any financial covenants unless Excess Availability (as defined in the
Credit Facility) is less than the greater of $25.0 million or 10% of the Loan Cap. If and during such time as Excess
Auvailability is less than the greater of $25.0 million or 10% of the Loan Cap, the Credit Facility requires the Company
to meet a minimum fixed charge coverage ratio of (a) an amount equal to consolidated EBITDA less capital
expenditures and taxes paid in cash, in each case for such period, to (b) fixed charges for such period, of not less than
1.0:1.0.

The Credit Facility also permits the Company to incur senior debt in an amount up to the greater of $500.0 million or
an amount that would not cause the Company's ratio of consolidated total indebtedness to consolidated EBITDA to
exceed 5.0:1.0 provided that certain terms and conditions are met.

In addition, the Credit Facility contains certain covenants that, among other things, restrict additional indebtedness,
liens and encumbrances, loans and investments, acquisitions, dividends and other restricted payments, transactions
with affiliates, asset dispositions, mergers and consolidations, prepayments or material amendments to certain material
documents and other matters customarily restricted in such agreements.

Cash Dominion

The Credit Facility also contains cash dominion provisions that apply in the event that the Company’s Excess
Auvailability is less than the greater of $30.0 million or 12.5% of the Loan Cap for 3 consecutive business days or if
certain events of default occur under the Credit Facility.
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Off-Balance Sheet Arrangements
None.
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Contractual Obligations
The following tables set forth aggregate contractual obligations and commitments as of February 3, 2018.

(in thousands) Payments Due by Period
Less than 1.3 3.5 More
Contractual Obligations Total 1 than 5
years years
year years

Long-Term Debt Obligations $88,385 $1,766 $17247 $69,372 $—
Operating Lease Obligations 1,453,503 256,249 437,064 347,590 412,600

Purchase Obligations(! 661,277 661,277 — — —
Transition tax payable 4,461 357 714 714 2,676
Long-Term Obligations — Schuf®) 361 230 131 — —
Other Long-Term Liabilities 1,011 175 349 349 138

Total Contractual Obligations®  $2,208,998 $920,054 $455,505 $418,025 $415,414

. Amount of Commitment Expiration
(in thousands)

Per Period
Total Less 1-3 3.5 E/llore
Commercial Commitments Amountsthan 1 ) ) an
. years years 5
Committexkar
years
Letters of Credit $11,262 $11262 % —$ —$ —

Total Commercial Commitments $11,262 $11,262 $ —$ —$ —

(1) Represents open purchase orders for inventory.

(2) Includes interest on the UK term loans. For additional information, see Note 6 to the Consolidated Financial
Statements included in Item 8, "Financial Statements and Supplementary Data".

(3) Excludes unrecognized tax benefits of $3.7 million due to their uncertain nature in timing of payments, if any.

The total accrued benefit liability for pension and other postretirement benefit plans as of February 3, 2018, was $10.6
million. This amount is impacted by, among other items, pension expense, funding levels, plan amendments, changes
in plan demographics and assumptions, and the investment return on plan assets. Because the accrued liability does
not represent expected liquidity needs, the Company did not include this amount in the contractual obligations table.
There is no requirement for the Company to make a pension plan contribution. See Note 10 to the Consolidated
Financial Statements included in Item 8, "Financial Statements and Supplementary Data".

Capital Expenditures

Capital expenditures were $127.9 million, $94.0 million and $100.7 million for Fiscal 2018, 2017 and 2016,
respectively. The $33.9 million increase in Fiscal 2018 capital expenditures as compared to Fiscal 2017 is primarily
due to the expansion of the Journeys Group's warehouse as well as increased capital expenditures in Lids Sports
Group. The $6.7 million decrease in Fiscal 2017 capital expenditures as compared to Fiscal 2016 is primarily due to
decreases in capital expenditures of Lids Sports Group and Schuh Group, partially offset by increased capital
expenditures in Journeys Group.

Total capital expenditures in Fiscal 2019 are expected to be approximately $75 million. These include retail capital
expenditures of approximately $70 million to open approximately 30 Journeys Group stores, including three in
Canada, ten Journeys Kidz stores and three Little Burgundy stores, ten Schuh stores, five Johnston & Murphy shops
and factory stores, and ten Lids Sports Group stores, including nine Lids stores, with two stores in Canada, and one
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Locker Room store, to complete approximately 193 major store renovations and includes approximately $16 million
in computer hardware and software for initiatives to drive traffic, enhance omni-channel and strengthen our brands.
The planned amount of capital expenditures in Fiscal 2019 for wholesale operations and other purposes is
approximately $5 million, including approximately $1 million for new systems.

Future Capital Needs

The Company has initiated a plan to reshape its cost structure to improve profitability and has identified potential
annual savings in the range of $35 million to $40 million. As a result, the Company expects that cash on hand and
cash provided by operations and borrowings under its Credit Facilities will be sufficient to support seasonal working
capital, capital expenditure requirements and stock repurchases during Fiscal 2019. The approximately $1.9 million of
costs associated
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with discontinued operations that are expected to be paid during the next twelve months are expected to be funded
from cash on hand, cash generated from operations and borrowings under the Credit Facility.

The Company had total available cash and cash equivalents of $39.9 million and $48.3 million as of February 3, 2018
and January 28, 2017, respectively, of which approximately $21.2 million and $22.9 million was held by the
Company's foreign subsidiaries as of February 3, 2018 and January 28, 2017, respectively. The Company's strategic
plan does not require the repatriation of foreign cash in order to fund its operations in the U.S., and it is the Company's
current intention to indefinitely reinvest its foreign cash and cash equivalents outside of the U.S. If the Company were
to repatriate foreign cash to the U.S., it would be required to accrue and pay U.S. taxes in accordance with applicable
U.S. tax rules and regulations as a result of the repatriation.

Common Stock Repurchases

The weighted shares outstanding reflects the effect of the Company's Board-approved share repurchase program. The
Company repurchased 275,300 shares at a cost of $16.2 million during Fiscal 2018. The Company has $24.0 million
remaining under its current $100.0 million share repurchase authorization. The Company repurchased 2,155,869
shares at a cost of $133.3 million during Fiscal 2017. The Company repurchased 2,383,384 shares at a cost of $144.9
million during Fiscal 2016.

Environmental and Other Contingencies

The Company is subject to certain loss contingencies related to environmental proceedings and other legal matters,
including those disclosed in Item 3, "Legal Proceedings" and Note 13 to the Company’s Consolidated Financial
Statements. The Company has made pretax accruals for certain of these contingencies, including approximately $0.6
million reflected in Fiscal 2018, $0.6 million reflected in Fiscal 2017 and $0.8 million reflected in Fiscal 2016. These
charges are included in provision for discontinued operations, net in the Consolidated Statements of Operations
because they relate to former facilities operated by the Company. The Company monitors these matters on an ongoing
basis and, on a quarterly basis, management reviews the Company’s accruals in relation to each of them, adjusting
provisions as management deems necessary in view of changes in available information. Changes in estimates of
liability are reported in the periods when they occur. Consequently, management believes that its accrued liability in
relation to each proceeding is a best estimate of the probable loss connected to the proceeding, or in cases in which no
best estimate is possible, the minimum amount in the range of estimated losses, based upon its analysis of the facts
and circumstances as of the close of the most recent fiscal quarter. However, because of uncertainties and risks
inherent in litigation generally and in environmental proceedings in particular, there can be no assurance that future
developments will not require additional provisions, that some or all liabilities may not be adequate or that the
amounts of any such additional provisions or any such inadequacy will not have a material adverse effect upon the
Company’s financial condition or results of operations.

Financial Market Risk

The following discusses the Company’s exposure to financial market risk.

Outstanding Debt of the Company — The Company has $11.5 million of outstanding U.K. term loans at a weighted
average interest rate of 3.02% as of February 3, 2018. A 100 basis point increase in interest rates would increase
annual interest expense by $0.1 million on the $11.5 million term loans. The Company has $7.6 million of outstanding
U.K. revolver borrowings at a weighted average interest rate of 2.20% as of February 3, 2018. A 100 basis point
increase in interest rates would increase annual interest expense by $0.1 million on the $7.6 million revolver
borrowings. The Company has $69.4 million of outstanding U.S. revolver borrowings at a weighted average interest
rate of 3.43% as of February 3, 2018. A 100 basis point increase in interest rates would increase annual interest
expense by $0.7 million on the $69.4 million revolver borrowings.

Cash and Cash Equivalents — The Company’s cash and cash equivalent balances are invested in financial instruments
with original maturities of three months or less. The Company did not have significant exposure to changing interest
rates on invested cash at February 3, 2018. As a result, the Company considers the interest rate market risk implicit in
these investments at February 3, 2018 to be low.

Summary — Based on the Company’s overall market interest rate exposure at February 3, 2018, the Company believes
that the effect, if any, of reasonably possible near-term changes in interest rates on the Company’s consolidated
financial position, results of operations or cash flows for Fiscal 2018 would not be material.
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Accounts Receivable — The Company’s accounts receivable balance at February 3, 2018 is concentrated primarily in
two of its footwear wholesale businesses, which sell primarily to department stores and independent retailers across
the United States. In the footwear wholesale businesses, one customer each accounted for 16%, 9% and 8% of the
Company’s total
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trade receivables balance, while no other customer accounted for more than 7% of the Company’s total trade
receivables balance as of February 3, 2018. The Company monitors the credit quality of its customers and establishes
an allowance for doubtful accounts based upon factors surrounding credit risk of specific customers, historical trends
and other information, as well as customer specific factors; however, credit risk is affected by conditions or
occurrences within the economy and the retail industry, as well as company-specific information.

Foreign Currency Exchange Risk — The Company is exposed to translation risk because certain of its foreign operations
utilize the local currency as their functional currency and those financial results must be translated into United States
dollars. As currency exchange rates fluctuate, translation of the Company's financial statements of foreign businesses
into United States dollars affects the comparability of financial results between years. Schuh Group's net sales and
earnings from operations for Fiscal 2018 were negatively impacted by $5.1 million and positively impacted by $0.3
million, respectively, due to the change in foreign exchange rates.

New Accounting Principles

New Accounting Pronouncements Recently Adopted

In February 2018, the FASB issued ASU 2018-02, "Income Statement - Reporting Comprehensive Income (Topic
220): Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income" ("ASC 220"), which
allows a reclassification from accumulated other comprehensive income to retained earnings for stranded tax effects
resulting from the Act. This guidance is effective for all entities for fiscal years, and interim periods within those
years, beginning after December 15, 2018, with early adoption permitted. The amendments in ASC 220 should be
applied either in the period of adoption or retrospectively to each period in which the effect of the change in the U.S.
federal corporate income tax rate in the Act is recognized. The Company adopted ASC 220 in the fourth quarter of
Fiscal 2018 and reclassed $2.2 million to retained earnings for the impact of stranded tax effects resulting from the
Act.

In January 2017, the FASB issued ASU 2017-04, “Intangibles - Goodwill and Other (Topic 350): Simplifying the Test
for Goodwill Impairment” ("ASU 2017-04"). ASU 2017-04 simplifies the measurement of goodwill by eliminating the
second step from the goodwill impairment test, which requires the comparison of the implied fair value of goodwill
with the current carrying amount of goodwill. Instead, under the amendments in this guidance, an entity shall perform
a goodwill impairment test by comparing the fair value of each reporting unit with its carrying amount and an
impairment charge is to be recorded for the amount, if any, in which the carrying value exceeds the reporting unit’s fair
value. This guidance should be applied prospectively and is effective for public business entities that are United States
Securities and Exchange Commission filers for fiscal years beginning after December 15, 2019, with early adoption
permitted for interim or annual goodwill impairment tests performed after January 1, 2017. The Company adopted
ASU 2017-04 in the first quarter of Fiscal 2018, and the Company measured goodwill impairment in the third quarter
of Fiscal 2018 under the provisions of ASU 2017-04.

In March 2016, the FASB issued ASU 2016-09, “Compensation - Stock Compensation (Topic 718): Improvements to
Employee Share-Based Payment Accounting” ("ASC 718"). The update addresses several aspects of the accounting for
share-based compensation transactions including: (a) income tax consequences when awards vest or are settled, (b)
classification of awards as either equity or liabilities, (c) a policy election to account for forfeitures as they occur
rather than on an estimated basis and (d) classification of excess tax impacts on the statement of cash flows. The
inclusion of excess tax benefits and deficiencies as a component of the Company's income tax expense will increase
volatility within its provision for income taxes as the amount of excess tax benefits or deficiencies from share-based
compensation awards is dependent on the Company's stock price at the date the awards are exercised or settled which
is primarily in the second quarter of each fiscal year. The Company adopted ASC 718 in the first quarter of Fiscal
2018. The Company recorded an excess tax deficiency of $2.2 million as an increase in income tax expense related to
share-based compensation for vested awards in Fiscal 2018. Earnings per share decreased $0.11 per share for Fiscal
2018 due to the impact of ASC 718. The Company reclassified $3.4 million and $4.4 million from operating activities
to financing activities on the Consolidated Statements of Cash Flows for Fiscal 2017 and 2016, respectively,
representing the value of the shares withheld for taxes on the vesting of restricted stock. If the Company had adopted
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the standard in Fiscal 2017, reported earnings per share would have decreased $0.03 per share for Fiscal 2017.

In November 2015, the FASB issued ASU 2015-17, "Balance Sheet Classification of Deferred Taxes" ("ASU
2015-17"). ASU 2015-17 requires that all deferred tax assets and liabilities, along with any related valuation
allowance, be classified as noncurrent on the balance sheet. The Company adopted ASU 2015-17 in the first quarter of
Fiscal 2018 under the retrospective approach and, as such, the Company reclassified $21.2 million of deferred taxes
from current to noncurrent on its Consolidated Balance Sheets as of January 28, 2017.

46

85



Edgar Filing: GENESCO INC - Form 10-K

Table of Contents

In July 2015, the FASB issued ASU 2015-11, "Inventory (Topic 330): Simplifying the Measurement of Inventory"
("ASC 330"). ASC 330 requires an entity that determines the cost of inventory by methods other than last-in, first-out
and the retail inventory method to measure inventory at the lower of cost and net realizable value. The Company
adopted ASC 330 in the first quarter of Fiscal 2018 and it did not have a material impact on its Consolidated Financial
Statements and related disclosures.

New Accounting Pronouncements Not Yet Adopted

In January 2018, the FASB released guidance on the accounting for tax on the global intangible low-taxed income
("GILTI") provisions of the Act. The GILTI provisions impose a tax on foreign income in excess of a deemed return
on tangible assets of foreign corporations. The guidance indicates that either accounting for deferred taxes related to
GILTI inclusions or to treat any taxes on GILTI inclusions as period costs are both acceptable methods subject to an
accounting policy election. The Company has not yet made an accounting policy election in regards to the GILTI
provisions under the Act. The Company will make its GILTI accounting policy election during the one-year
measurement period as allowed by the SEC. No amounts have been recorded in the Company's Fiscal 2018 financial
statements for the impact of GILTI provisions.

In March 2017, the FASB issued ASU 2017-07, "Compensation - Retirement Benefits (Topic 715)" ("ASC 715"). The
standard requires the sponsors of benefit plans to present service cost in the same line item or items as other current
employee compensation costs, and present the remaining components of net benefit cost in one or more separate line
items outside of income from operations, while also limiting the components of net benefit cost eligible to be
capitalized to service cost. The standard will require the Company to present the non-service pension costs as a
component of expense below operating income. The standard is effective for fiscal years beginning after December
15, 2017, including interim periods within those fiscal years. Early adoption is permitted. The Company does not
expect the adoption of this standard to have a material impact on its Consolidated Financial Statements and related
disclosures.

In February 2016, the FASB issued ASU 2016-02, "Leases" (ASU 2016-02"). The standard's core principle is to
increase transparency and comparability among organizations by recognizing lease assets and liabilities on the balance
sheet and disclosing key information. The standard is effective for fiscal years beginning after December 15, 2018,
including interim periods within those fiscal years, which would be the beginning of our Fiscal 2020 or February
2019. Early adoption is permitted. The Company is currently assessing the impact the adoption of ASU 2016-02 will
have on its Consolidated Financial Statements and related disclosures and is expecting a material impact because the
Company is party to a significant number of lease contracts.

In May 2014, the FASB issued ASC 606. ASC 606 amends the guidance for revenue recognition to replace numerous,
industry-specific requirements and merges areas under this topic with those of the International Financial Reporting
Standards. The standard implements a five-step process for customer contract revenue recognition that focuses on
transfer of control, as opposed to transfer of risk and rewards. The amendment also requires enhanced disclosures
regarding the nature, amount, timing and uncertainty of revenues and cash flows from contracts with customers. ASC
606 was originally effective for fiscal years, and interim periods within those years, beginning after December 15,
2016, however, in August 2015, the FASB deferred this standard for one year, which would be the beginning of our
Fiscal 2019, or February 2018. The amendment is to be applied either retrospectively to each prior reporting period
presented or with the cumulative effect recognized at the date of initial adoption as an adjustment to the opening
balance of retained earnings.

Based on an evaluation of the standard as a whole, the Company has identified certain changes that are expected to be

made to its accounting policies, including: the timing of recognition of direct response advertising expenses, whereby
certain expenses that are currently amortized over their expected period of future benefit will be expensed as incurred;
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and the timing of recognition of gift card breakage, in that it will be recognized in revenue based on and in proportion
to historical redemption patterns, rather than the current practice of recognizing gift card breakage when the likelihood
of redemption is considered remote. The Company is continuing to assess all the impacts of the new standard and the
design of internal control over financial reporting; however, based upon the materiality of the transactions that are
impacted by the standard, adoption is not expected to have a material impact on its Consolidated Financial Statements
and related disclosures. The Company will adopt this guidance in the first quarter of Fiscal 2019 using the modified
retrospective approach.

Inflation

The Company does not believe inflation has had a material impact on sales or operating results during periods covered
in this discussion.
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ITEM 7A, QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company incorporates by reference the information regarding market risk appearing under the heading “Financial
Market Risk” in Item 7, "Management’s Discussion and Analysis of Financial Condition and Results of Operations."

ITEM 8, FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
INDEX TO FINANCIAL STATEMENTS

Report of Independent Registered Public Accounting Firm on Internal Control over Financial Reporting
Report of Independent Registered Public Accounting Firm

Consolidated Balance Sheets, February 3. 2018 and January 28. 2017

Consolidated Statements of Operations. each of the three fiscal years ended 2018. 2017 and 2016
Consolidated Statements of Comprehensive Income. each of the three fiscal years ended 2018. 2017 and 2016
Consolidated Statements of Cash Flows. each of the three fiscal years ended 2018, 2017 and 2016

Consolidated Statements of Equity. each of the three fiscal years ended 2018. 2017 and 2016
Notes to Consolidated Financial Statements
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Report of Independent Registered Public Accounting Firm
To the Shareholders and the Board of Directors of Genesco Inc.

Opinion on Internal Control over Financial Reporting

We have audited Genesco Inc. and Subsidiaries' internal control over financial reporting as of February 3, 2018, based
on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission (2013 Framework) (the COSO criteria). In our opinion, Genesco Inc. and Subsidiaries
(the Company) maintained, in all material respects, effective internal control over financial reporting as of February 3,
2018, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (PCAOB), the consolidated balance sheets of Genesco Inc. and Subsidiaries as of February 3, 2018 and
January 28, 2017, and the related consolidated statements of operations, comprehensive income, cash flows, and
equity for each of the three fiscal years in the period ended February 3, 2018, and the related notes and financial
statement schedule listed in the Index at Item 15, and our report dated April 4, 2018 expressed an unqualified opinion
thereon.

Basis for Opinion

The Company's management is responsible for maintaining effective internal control over financial reporting and for
its assessment of the effectiveness of internal control over financial reporting included in the accompanying
Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the
Company’s internal control over financial reporting based on our audit. We are a public accounting firm registered
with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects.

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed 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. A company’s internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

/s/ Ernst & Young LLP
Nashville, Tennessee
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Report of Independent Registered Public Accounting Firm
To the Shareholders and the Board of Directors of Genesco Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Genesco Inc. and Subsidiaries (the Company) as of
February 3, 2018 and January 28, 2017, and the related consolidated statements of operations, comprehensive income,
cash flows and equity for each of the three fiscal years in the period ended February 3, 2018, and the related notes and
financial statement schedule listed in the Index at Item 15 (collectively referred to as the "consolidated financial
statements"). In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of the Company at February 3, 2018 and January 28, 2017, and the results of its operations and its cash flows
for each of the three fiscal years in the period ended February 3, 2018, in conformity with U.S. generally accepted
accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (PCAOB), the Company's internal control over financial reporting as of February 3, 2018, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 Framework), and our report dated April 4, 2018 expressed an unqualified opinion
thereon.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on the Company's financial statements and schedule based on our audits. We are a public
accounting firm registered with the PCAOB and are required to be independent with respect to the Company in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and
Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements. Our audits also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our
audits provide a reasonable basis for our opinion.

/s/ Ernst & Young LLP
We have served as the Company's auditor since 2001.

Nashville, Tennessee
April 4, 2018
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Genesco Inc.

and Subsidiaries

Consolidated Balance Sheets

In Thousands, except share amounts

As of Fiscal Year
End

February 3lanuary
Assets 2018 28,2017

Current Assets:

Cash and cash equivalents $39,937 $48,301
Accounts receivable, net of allowances of $4,593 at February 3,

2018 and $3,073 at January 28, 2017 43292 43,525
Inventories 542,625 563,677
Prepaids and other current assets 67,234 61,470
Total current assets 693,088 716,973

Property and equipment:

Land 8,065 7,773
Buildings and building equipment 79,587 52,673
Computer hardware, software and equipment 213,335 179,948
Furniture and fixtures 179,008 167,881
Construction in progress 33,625 33,660
Improvements to leased property 440,719 410,116
Property and equipment, at cost 954,339 852,051
Accumulated depreciation (571,710) (521,440
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